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of economic damages.

OKLAHOMA

HB. 1325 Provides that if certain Introduced and
condrtrons are met, any grre to House
Rep. Robert Weaver (D) actron brought a%arnst a rcrarY
efendant Because of a Bnmrte
computer date farlure shall ebruary

‘n)drvrdtr rouz?ct}oﬁn an?s not

as a cass action; (2) be
based e an

exclusively’ in cont act 10
the exclysion of other
cause?]otaftror and (3) if
brou

recovery r}g/r t(he actual
dama es rgsutrm from
com? ter date fallu e
not for consequential and
remote dama sresutrng
from a computer dat
failure.

The condrtrons that must
be met are: ( ) the plainti ff
rntheatron as no

suffere personal

injury, ot er
r#w ﬁna harm asare(fult
the computer date
farIure 2). the defendant
In the ctre has made
reasonable efforts to
rotect computer srrstems
rograms  or  software
hich It uses to_provide
servrces to 1ts clients or
customers, from a
c}?m Lrter date fajlure; (3%
e efendant, no ater'tha
% 1, 1999 "has tested its
uters stems,
Wogcra or software
h it uses to rovrde
ser rceF to 1Its cu omer
and clents, by actyal h
?rmuatrng te transrtro
rom D em er
t0 January 1 O an
made anr( other tests that a
[Jasona erson would
elieve necessary to
Prevent a com%uter date
lure.  However,
endant iS not require
to test the com uter
Xtem pro ra
vr{areo ! rnrr)d yal
client or customer:
de?endant no lafe t tha
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Auqust J 1999, has
repar contingency
| that WI|| rovrefor
lternative m thods
%”X'”g out th servrces
It provides to IS

clients, and customers (9
the defendant n Iater tha

%u 1999,
Pro e notrce marl to
ts ctrstomers or Clients of
Its ef orts oavor a
Ch er date failure; 6

de enda has 0
rmP ement e appl rca
gonttlr(r)tnserqct eIan or
oth vr?rse yFr)eme te
pro em create

uer

nsrxt Odasater
recervrn Itten notrce
from a rent 0r customer.
of a problem with its
services that may be
? llrsed by a computer date
allure

Ptrotvrdes1 rtmmtfnrtylfor the
state and its politica

?ubdrvrsronsp?rom Irabrlrt
or. any act ron roug
9arntrt resulting directly
of Indirectly from-a

computer ~ date failure.

HB. 1412 State tha busrness shall Introduced and
not or losses referred to House

Representative Fred from anY fa lureor Cotr)nmrttee

Peny (R) Ifunction occurrrn ebruary 2.

e]ore Decemb der ?
Ich IS cause rrectyor
Indirectly bg the failuré of
8om uter software or any
evice containing a

com uter pro ESSOF f

ace ategr gro per
reco niz cacuat
display, sort, or ofherwise
rocess dates or times, If:
allure or
alfunction causin

h
0SS Was unforeseeabEie 2;
the failure or malfunctio

?ausrng Eh e loss was
dprselsene(a)rr |e0§ tthe plan or
geni fe(r and reventin
aflur aiunctroﬂ
was é)reﬁared in su stantra

compliance with deneralg
accepted computer an
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HD. N 13
Rep. Fred Perry (R)

information system desr%n
standargs In effect at f
time of the preparation of
Ehe ﬁlan or esren' 3) Jhe
e, ererched Jue
g er or not the arfurg
r mal un tron causrn
oss wo ran
%g arth e orf to avord
t farure or malfunction;
te usiness
ade gte drsclos d tot
rnu arty ore
dateo e rnJury that there
was, a failure or
malfunction that could
result in injury.

The rovrsrons of this
sectron aPpY to actions
arsing ou con&ract and
ansing ~ ind ﬁpen ent- of
contract. If the terms of a
fontract rovide reme?res
or |0f ue to Fhe failure
or malfunctio
computer soj tware or any
device containing a
com uter processor  to
accurately or properly
reco nrze calculate

Olsort or otherwrse
Proces tes or times, te
erms of the contract shal
overn recovgrg The
royisions of t sectron
hall not apply to medrca
malpractrce claims allegi
podily injury or d

Amends the Governmental
Tort, Claims Act to:
Erovrde that nerther
nor an Portrca
ﬁa rIVISIO%r osgs frg\rfg
X”ur or maﬁunctron
urrng efore
Decem ral 2005 which

gﬁ%%%fj recﬁg ?arlure of

computel software or any

device containing a

com uter pro hsor to

acc ategf a0 erly

recognrz cacuat

dispfay, sort, or therwrse

roces dates and  times;
rant unity tq

ontr ctors, 0 icers,” an

employees of the state; (3

Prefiled for
Introduction in
1999 sessron

January 7.

2/16/99 11:51 AM



relurre that agy contract

gn erefd IPthe sta?er ?tg

PO |t|caI subdivisions. |ts
mmune contractor? Its
offrcers or Its e Ipo yees
must include a ovrsrP
that provides immunit
any brea ofcontrac that
rs cause %an Incorrect
date change e 8
produced lated or
generated.

AIIows for a claim to be
li ht tor medical
ne f ue. to the date
the failure
resu e In boer Injury or
death. An "Imm Ope
contraator ined as
‘an Independent contractor
provid |ng, ursuant o
contract, computer
sofhware 0) comgurher
tec nical assrstance f

e or g political
él)drvrsrop of the state."

PENNSYLVANIA

SB. 3/6 Permrts recovery of direct  Introduced and
grages for bodil mLur referred tp House
SenatorJim Gerlach (R) amages tO Communications
B?XI ately cause 3/ 8 and Hg,w
efendant's con HJ ase Tec n
upon an alleged fajlure g Enmrtte
a computer conqutat o February 3.
roperly detect, qjsclose,
revent, or remedjate a

computer — date farlure
Prohibits recoverg

consequentjal, Indirgct, or
Incjdental damages In such
actrons Provide |mmunrtg
or overnmental entitie
magres arising oyt of

negligent act™ which

causeso fall 5. fo prevelnta

computer date * failure
RHODE ISLAND

t

H.D. 5040 Makes. the state oIrtrcaA Infroduced and

pupdiions,  lfs 0 LIEieg f
vep. John Maner (o) [R rought against it 5 Commitee

2/16/99 11:51 AM
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SB. 263
Senator David E. Bates

SB 261
Sen. Robert Hayes (R)

SOUTH DAKOTA

SB. 62

Senate Judiciary
Committee

arisin out of Year 2000
ate change.

Provides that a person m 3/
recov ) drrect dama F
rncu rnﬁ] ér
Qodily arm propertty
damage an Y C0S
"reasonably rncu red 10
reprogram or replace and
test the relevant computer
lfystem or ﬁro%r m" based
Pon "n a g failure to
0 erty detect, disclose,
reveér atgegort ) ter date
u
farlure,” PronnBrts 211
coIIectron of
"inconsequential damages
inclug rnq but pot limited
0, "husiness rnterruptron
0SSES, I?st profits,
osses  alle ed to have

Sl Ton e

con Xotua rga on . to
thrr EPartres Effective
Upon passage

Creates an exce tron to a
waiver of rmmufrP/ in the

Tort Claims Act fof a Year
2000 eomﬁut ror

Eutomatro evice in use
x a ?overnmental entity

elss elentrtyt o
negligently constructed or
Pog? %mm% ﬁ evice
Exempts

Povernmental entities from
lability for Year 2000
errors caused by computer
hard are or” software

Adhgovermine
ongovernmental  entity.

Immunizes state and local
overnment agencies and
eir employees for losses

resulting from Year

imp://www.it;ui.oig/ycui2i

January 12

In}roduced and
re rred to Senate

rcrar}/
ommrt ge
January 28.

Infroduced and
referred to Senate

Judiciar

Commrt ee
January" 12.

Inrtroduced and
re rred to Senate

ICIar
Commrt¥ee

2/16/99 11:51 AM
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TENNESSEE

HB. 23
Rep. Larry Scroggs (R)

HB. 193

Representative Matthew
isber (D)

H.B. 217

Representative Kath
L. IOBovvvers D) o

SB. 19

Sen. Tom Leatherwood

20?0 -relatcd ~ computer
fﬁ ures or maIanctlons If
the Ioss Was unforeseeable

?oreseeae (%Ssl\?l %e %%Je ca/
sy stantla ey éj e
\é\{gn arg rally acc pted

Grants %overnmental
immunit Injuries

ans nﬂctﬁ%@ . ear 2000

mButer
? oftware or devices, due to
allure 1o recognlze or
compensat ates or
times if fal L1reas

un oreseea eor correcflon
B reasonable  before
ecember 31,2005.

Provides jmmunity from
sut — under _ Tennessee
Governmental Tort
Liabil |t¥) Act for anry injury
caused com ute
system ?r S0 tware because
: 8 6%a(5)| Ity o process Year

Prowdes |mmun|t¥] from
suit —under _ Tennessee
Governmental Tort
L|ab||t\6Actfora injury
caused {n\ﬁute
sstemo software because
of ma(?l ity to process Year
2000

Grants governmen,tal
Immunit ?r Injuries
arls}nﬂ ut of Year 2000

ctions of comButer
?oftware or devices. due to
ailure 1o recogmze or
compensat dates or
times if fal L1re |n

unforeseeanle rcorrecglon
plan reasonable  before

iutp://w ww.itaa.org/year2U0U/leg; j2.htm

January 12.
Heariiny held
January 20.

re
Juaicl

Janua

1y 1

In}roduced and
rred to House

arY 8

Commit

Introduced
ary 4.

Febru
Awalt|
comm

n

|tt%e referral.

At
Awaltmy

committee referral,

Preflle?
12. Refe
Senate and state

Local Government
January 16.

Hearin
Februa%J

Hearin
for Fe

b

Januar
rrdty

eld

scheduled
uary 16.
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SB. IS9

Senator Roscoe Dixon

©)

SB. 225
Se)nator Jerry Cooper
D

TEXAS

H.B.40
Rep. Jim Pitts (R)

UTAH

HB. 189
Rep. Blake Chard (R)

http,/

December 31, 2005.

Provides jmmunity from Infroduced and
sult  under _ Tennessee re rred to Senate
Governmental Tort |C|ar¥
Lmbu%Actfora injury ommltee
caused comveute February 4,
sstem? ftware because

0f maén Ity to process Year

2000

Provides jmmunity from Introduced

swt under _ Tennessee  February 4.
\Be‘nmentawort , Referred to Senate

Liability Act for any injury ~ State and Local

It
gagtséem é}/ H]Vgg;[g because Govemment

Commlttee
f Inabi |ty to process Year  February 8.
2000 date

|,|m|ts liability resulting  Prefiled November
rom a computer date errot 9 for [ntroduction
resulting from the date 1n 1999. Refesred

January”L, 1999 or laterto:  to House Civil
damaqes arising from a  Practices

com ue[] h fallure,  Committee

under which t ﬁlalmant February 1
%%a recover on

ﬂ ? resultln
erso "H
Wron eath, excludlnj

menta an UI%

costs reasonably  Incuyri
to reprogram or replace
and Intérnal a/ test’ the
relevant com ter

com u%erne work,
computer pr

com uterEo?t%vare
computer system, or
internal hardware timer."

Provides Tmumtéy for  Pre fl|Sg October
?vernmenta ntities, 28, 1 eb]erred
ficers, and gé) ees toHouse Py
rom harm caus Utilities and

2/16/99 11:51 AM
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VERMONT

HB. 76

Representative Frank
Mazur (R)

VIRGINIA

H.B. 1669

Del. James Aimand (D)

350f41

errors or failures caused b
an _electronic  computin
evrce In connection wit
ear 2000 problem
Febru&l 8 tech nrca
amendments added.

Prohibit éurts against . the
Etate and muriicipalities
ased on Incorrect
comouter dates. Does not
require that any contract
enaered Into on beha#t of
In the ca acrt¥ the
state or municipality or an
offrceroremritlo ee
thereofto Include a
Provrsron providing
mmunrt to te state or
mcr lity and its
cers an em Io[yees for
reac f cont ac cause
P the Year 2
ilure. Further provr es
tat an}/ contract” entered
mto by the state on or aiter
¥]1 1999, does not have
such ~ immunity . for ug
state, munrcrpalrtres an
their'agents.

Provrdes that tort actrons
may not be rou% eiunst
Commonw
countres crtres towns or
other political
subdrvrsrons oremP% eeé
or officers. thereof base
u on the failure ofa
computer, software
Rro ram, database,
etwork, informatjon
system, firmware, or other
dev& eto mterrfret
roduce, calculate,
enerate C%r account for a
r

ﬁ VY] IS com8atd
the Year 2000 date
an e. Acts or omissions

consfituting gross
negfrgenceggor willful

http://www.ima.org/ycar2L

Technolo
committe gey

Januar?/

Comm tt%e
Meetin

January ?

Re orted trom

gren[gltéeeeaﬁgruary

Infroduced and

referred to House
ommerce
ommittee

Janualy 22.

Iﬁnng February

InFroduced and
referred toé—louse
crence an
Technology
Commrtte
January 1%
RePn orted from
mittee
January 2& Psseg
House and referre
to senate General
Laws Commrttee
January 2/

2/16/99 11:51 AM
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HB. 1671
Del. Samuel Nixon (R)

H.B. 2153
Delegate James M. Scott
D)

HB. 2158
Del. James Almand (D)

?msconduﬁ are excluded
rom the bill's coverage.

s Lo
Junf?;f“?mi ng.scf i

mform%mn in oo alth
aboutte ear 2

roblem. anuar
gmepdments r uwe tat
isclosure mfor atlon
cearrx marked
ocu ents and ?tat tat
the act |s not apF cable in
cases of personal Injury or
death.

? Ldes that state offéces

eclosed on Monda

Janl#]arey to row e
ree-day  week en (f

&erﬁwgn aco nqmgserto dea
an arlsmﬁ; from the
a

Eentur date . change. B|II
textfo¥thcom|ng ?

Eelbrtuar 8, amlendment
eletes “previoys language
emd exeee tgai:eoﬁa g
r%myi) wealt OJ anly of
Its poli tlcal subdivisions
agencies and
[Astrument Iltles from
Ilabjht an%/ claim
arlsm from the failyre of
a  computer,  software
Rro ram, database
Information
¥stem firmware or an%/
other Pevme operated |
their official

In#roduced and
referred to House
tea
Comm? tegey
January 13,

Amendg

reported from

Committee and
referred to House
ourts.of Justice
ommittee

January 23.

RePn orted from
mitteg
Februar 8. Passed
House February 9.

In*roduced and
referred to House
General Laws
Commlttee
Janua
Re ort%d from
ommitteg
JanuaryZ Passed
House and referred
to Senate Rules
omm|tte§
ebruary

In}roduced and
referred to House
Courts of Justice
Committe
Januar 20.
Amen gd and
regorte from
committee

February 8. Passed
House February 9.

2/16/99 11:51 AM



SB. 983
Sen. Warren Barry (R)

SB. 1013
Senator Janet Howell
(D)

responsibilii |es to interpret
roduce, calculate,
generate] or account for a
% ich 1 comBatl
V\H the Year e
change, Declares { att
|mmun|tZ conferred b thls
section ha not a
the act or omlssmn
T;%st eresuto the
Icer's employee's
ross neg |gence or willfu
Ilfconduct The on ina

rovided % CIVI
actlons may not be ro
9 Inst constit uho a
0 cersofth«i
omm?nwea th based on
the failure of a computer,
software, database,
network or |nf0rmat|on

| TBQP% cause |n¥er r%

ca cula enerafe  t
Year 2008 0g te change

L|m|tsI|aP|I|t and
damages or économic loss
In cnnectdon with the
century  date can?
Liabilit and damaer es
for c|v % |ons re aE

ro ems would b

|m|te to the sco
emshng ontracts, d)rot?ct
Person rom habllty or

he Y2K-related actions of

third parties, create
q{ rma?ﬁ/e rotectlaon afr?)r
ees ICers
dlrgct sdlsa?ow _
consequential oy punitive
damages, and limit fotal
damages to actual, direct

damages. Fe uar
amen ments ! i)
efinition feﬂ
entifles. to inc ude anua
Institutions: Aate act
06S nota 0 damages

In connect on Ith
wronrf] avh and (ﬁg
staje act WI| nat [imit
enforcement of laws or
regulations.

Creates a Year 20?
assessment PrIVI de for
ocumenti eate dund
a Year 2000 assessmen

zsug

Introduced and
referred to Senate
Court of Justice
Committee
January 19
Heanng scheduled
anuar
Amendgd and
reported from
Ccommittee
Februare/% Passed
Senate February 8.
Awaltln?
C?mm tlee
referra

Introduced and
referred t 0 Senate
Court of Justice
Committee
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con ducted from J auar 1, January 19,

199 to January 1, 2002. Hearln?g ched |g
anuar

i efore the
§slatlve

ssover
deadline
February 9

SB. 1180 Stipulates  liabiljty and  Introduced and
damage rules for civil referred%o Senate
enat r W| liam Roscoe actions base an Yffar Courts 0 Justlce
eyno 2000 problems." The rules  Committee
are: (1) no person shall he January 21
liable to any person not In Hearing scheduled
E“V” of “contract with  January 27, Failed
N erTon (Zr) no person  In Committee
shall |abIe or damages  February 3.
caused by a gelay or
mterru ton In
a ance, or in the
elivery 0 goo S0r
services, result mn from or
In connectlon with a Year
problem, to the
ext%nt ueh Year

pro lem ‘was caused y a
‘third party”; 35110
loyee, ficer, — or

em
diréctor shall be [iable in
his carn E}y as such to an

B 1 erson sha
lahle orc nsequential

r nte damages: and
g pudal | g %hgﬂl not
ceed actual direct
damages.
WASHINGTON
SB. 5767 Declares no. actlon may be Introduced and

o brougnt against a business, referred to Senate
Senator Bill Finkbeiner its o?flcer% or directors 1ts  Judiciar
R employees, or an agency  Committee
or its émployees for ~ _~  February 8,
(P direct or o sequentla
amages caused In wh o?
Or In part by computationa
or Interpretive . errors
generate yan electromc
P Emag device owned,
cong 0r operated by @
busmess or an a%ency nd
arsing qut of on]
Sgnne tlon with the Year
0 date change. Defi ne?
Indirect or consequentia
amages, "as any  harm
0ss, ~damage or’ mental

380f41 2/16/99 11:51 AM
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WISCONSIN

AB 19

E{e resentative Marlin
C e| er

AB. 31

ier%reeﬁe&ative Scott

injury of any nature
n Jgoeve.ry otHer than
goo s, entitlements
ervices, or comgensanon
that bysinesses an

atge cles are bg contract,
atue or rule blnlqate {0
grow e." Exem

mployees, = offi ers or
irectors of a usmess

rom ab|| |n an (f]t er
action, Doe not gro ibit
an action otherwise
ermltted b1y [aw f?r such
amages If the calmand;
roves with clear an
onvdncm evidence thad$
the amaaes Were cause
b the busmﬁs or
agency's wj éﬂ énlure to
aftem t to fin correct
any such errors.

Provides that no person
may recover an damage?
alnst an state ?r loca
gvernme unit for an
ct or_omission caused b
the failyre of an electronic
om%nng device to Year
ate"change.
Prowdes for | Fnlty for
ficer, em

%gnt of any state or foca
vernment unit.

Januarg 26 amendments
prow or designation of
copfidential husiness
Information maYeg r 2000
report,  Provides, tlat no
defendant In a CIVI action
R B
Ene de?endant (f<secn|c
actions_ to prevent Year
2000 Failure. January 21
amendments . removed

ection on actions hein
?lled aalnst mdmdualg

h di directly give
alse |nformat|on yn@é

?dltlona Cprefequmlte or
||nl9 acfion to
de omission of

m%ormatlon ina Year 20%0
statement that makes the

In}roduced and
referred to
Assemb Z
Insuranc
Committee
January 14.

Introduced and
referred to
Assemboly
Information Policy
Committe
}J]anuar 1% Public
earing held
Ranuart 20.
eported from
Rmtteje as
amended Januar
e?erred 0 Y
Assemply Rules
Committee
January 21. Passe 3
House as amen e
anuarg
Referred to Joint
Informatlon Policy
Commlttee
January 27

2/16/99 11:51 AM
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statement false, misleading
or deceptive.

Requires, reporting . of
|nformat|on reggardlng
Year 28 rocessl

atralts %?)\r/]ern ent
e
taebpshes a Hlne of $100
or fallure Ipr V|e
|n ormatton reqme
nowm%/ vmg ase
Informa n rovides To

[mmunity for state an
local government units,

Inclyding officer
employe or a%ent thereof
or Year 2 comp uter

fajlure. Provides t at a
bill introduced that WOUM
Impact an state
overnment, local

overnment Or person with
%%r the Year 2000
roblem. may have a Year
EOOO pct statement

Breﬁnare ){
epartmen
Inistr t|on at  the

request of the S eaker of
t £ Assemb% or Pre5| ent

fa Allows
De artmento
Adp Inistr tlon 10 powg
edu alona Htreac
wor mg wit rivate
contrac ors. R ululres
ﬁpartment of |tar){
airs to review all locd
e?;ﬁr e?gy emgnagement
S respon
Bossmle Year 2000 aﬂure

WEST  VIRGINIA

H.B. 2298 Enacts "Commerce In}roduced and
. Protection Act.” Prescribes referred to House

legate Robert S. Kiss  exclusive remedies agalnsJ Ju |C|ar¥

D ersons, businesses” a Committee

overnmental agenmes or January 19,

amages . cause

allurg of ﬁelr mforrttatlon
chnology resovrces tﬁ
unction ™" properly — wit

respect to date data.

Prescripes gamages,
expands tire waiver of
soverelgp Immunity, bars

certain Class actlons

rovide unjty
Eersonaf |aB]Int tor
Irectors and offlcers of

Joof41 2/16/99 11:51 A M
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busgnesses Creates. a Jjen
In favar of certain len mg
Instituti ns on roceed
rece|ve |¥ 115| ess as a
result of fts failure or t e
fallure of another t?
Year 2000 compliant
ImPoses msurance and
warranty requirements on
Dersons Who assess

Whe her information

tec no| 88 resources arg

Year 2000 compliant an
Ereﬁcrl es remedies for
uch persons.
WOMING
SF S3 Grants immunity for Year In}roduced and
- 2000 computer date referred to Senate
Senator Tom D. Kinnison ~ failures {0 ovelrnmental Ju |C|ar>(
entities and people actlng ommit iﬁ
s, F]nde endent confractors  January 14,
Wlt overnmental

entity, while acting within
the scope of duties.
Re U|rs that contracts

into or on
F]af [f of a oJernmentaI

entlt .on or after {h

eff? Jve date of ! hIS ?ct
Include. a_ provision for
Immunity from civil

action.

(Updated as of February 16,1999)
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Amendment to HE 58

Change title by adding the underli

An Act relatin to certam aud|ts egarding 0il and
reVatid/ and ne f||ts and to auid%d ga%dop% ? ang

r on Incentive ¢ d gas
ex lora |on es re eam ot ce requwem nt or
Issuance o na W |ten INgs e d|ng sale
ease or |spos 0f an |nt rest In |
resources for 0| d as § ect to 8 18 ,and
providing for an effective

Add to page 4 line 28 the underlined

09.0 38.05.

AS 430%%10 15% gr)e repealeod%6 38.05.945(2)(3)(B).
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TONYJCNOWLES, GOVERNGR

O 400 WILLOUGHBY AVENUE
JUNEAU, ALASKA 99801-1796
PHONE:  (907) 465-2400
FAX: 465-3866

0 3601 C STREET, SUITE 1210
ANCHORAGE, ALASKA 99503-5921
PHONE:  (907)269-8431

FAX: (907)269-8918
March 22 2000
e Honorable Pete Kot
IE s”tda'fé'arZ slature
ae aR| ol N% f]&
Juneau, AK SSR0-1192
Dear Representative Kott:
The De arﬁment of Natural Re ources ues Idouse Resources Commw ee hearing on HB 58
AnAc relatin f certain aa tf e a an net profits and ex }oranon
licenses”. The tr nsfer 1o e artme eve ue tot eDe artment Ot Nafural
eso [08S, res on tzorau Its of ol asr%aqand exploratjon fensesan fre IS,
unct|on een d[ fween the tw art ts since ' 1980nased on a Legislative

Auélt fecomMENGaion & sequentﬁege lation

Smce 1980 however, the state has %atere Into ch/aI settlfments and made changes to its tax
reua jons. I addition, certain fields in the Cook Inlet n erﬁ) roduct|o [ax t are
ec toaro atY aresut It 1S owmor beneficia he fat Ponso 2
gﬁ UI'[ funt nintne Partmento Natura Resources. This consolication wi mmate
Iclencles an up||cat|ons n the audit functions.

Te o e g L
you nee

nﬁcs)rtt)aiﬁt th { the state |mPIemenF
additional Information concerning HB 53 please ¢a g E

ih yourconm ftee. |
my office

¢ Caral Carroll
Legislative Liaison

"Davelop, Consent and Enhance Natural Resourcesfor Present and Future Alaskans™

printed on recycled paper t) y CO



Department ofiNaturaI Resources
“An Act relating to certain audits regar%ing oil and gas royalty and net profits...”

HB SBhill WH| tranfer the a11hon audit ro al{y revenues Lrorp the Defartment of Revenue
R e

to the Department of Natural Resources (“DNR nwill create
gmme?ratlve eﬁ ICIencles an p[]ow eD Rwﬂﬁ he tool tosucceg?a]fy purse the state’s

Interests in its relationship with'the oil ingustry.

Background

g/\ost ofstat(e rgz)ove‘rnment petroleum revenuels) come from two So ? L1rces production taxes Iew(ed
D AL A
tzt o emesuet o va‘ue fle netoac vaFue |st% Penceo eapceo

91 onism t|p|e
e 0l or gas at the mar nation minus maring transportation costs A pipeline tari

NR and DOR used to congyct audits, of their res ct|ve evenues independently. In J%the
B gature consclj %ated ausgtm unctions nderl?%Fé T |sfature3 Ftt%enytgatasmp
It author ense because most of the asproﬁucnon that was subject t? oyalty

BX aeEiedo; C DAENS et ves 2 et s DO e e

Smce ]Qmurcumsta s have charFl{ged and it now a]kes Sense no for the audit authority for
rogt OFg be trans erre ck to DNR. The Impact oft ﬁeconomlc imit factor ELFU? means

roduct|on 1S X m from taxes while.royalty payments a st| re uwed
For exam e0| od ers In_the Co etpa o roduc Bs hecause of the EL
hey still must pay; rayalties. The netback calculations requ ea epart entaso ave
ecome more di mlaroertme [0 ct|on taxes are| oe e0| an pro ucer by
statute and requ atlons eac a er cal cu atest e or oWl
identical rules. DNR ca ulajest bach e a3|so ases an oyaty settiément

agreements that ave EVO Ved over time and are gl erent 0r €aC essee

Efficiency

The state will beneﬁt from the speuﬁhzgtmn of a DNR in-house auit staff and by the
elimination of duplication between the departments.

e Specialization. ud|tors within DNR participate in the development of rovalty valuation
n{ethoes Used In the leases and royalt ypsett eﬁa (f and are anﬁJ Par with t?]yé\ ém anJ history
each essee’s Unique requirements.” HB EBW grant DNR better access to dudit

1"Royalty payments" in this context refers to botli royalty payments and net profit share payments. It is the audit of
these revenue streams that are the subject of HB 58.



Informatjon and DNR will be able to more effrcrently quidle audits while they are underway
) rnvesé Igate [Ssues Important to the a ment.

. é’ rcatron NR ¢ rrentIyr estsaro alt drta er DOR has com Ieted the
P téctront rt DOR will § eorr tax audl
ncluges, tax au rt ormatron on en oss er he ition to D a
assr ned to the au rt eD a rnvo te oces asmuch 0ssib

J' stobe ami rarwr w

matr nac uir rn ds 0
ret eaur 1S gon ucted. Y@nent eaudrt rs com eed

gn ? rrectron and overs t

dde ere mus e ts own recor transmrttrn C0 ret
(J DNRcon ucted ItS own au eweraudrts bF %e th re w)ll
nonee for Inter- department reporting. Tepapenrvor ur en Or eac epartmentwr

reduced.

Becayse the ug1ntra| nro erI p rn [es onsrhrlrtres between thed rtmen hasd %d uI ;
ya

over time, aSingle. au dd 10 tyrnaXments IS 1 tre poss
not Cr ateana tion en on etaxpa er. “In Tact, Inno ot erstaearet etaxan [0

aualit UﬂCtIOﬂS are epartments

What does HB 3 do?

The ata provided from these audits are invaluable to DNR when evaluating whether or not its
P Fleving 1 ibagkvate. s the DN

ttlement agree etsar achieving the correct royalty ne
s e uatrong tﬂ sang Sets newqease tern hg/ au%lrts wqf reh th%st 1SSUES need 10
and rather than via

be consicered. [t makes sense that DNR acqurre au rnformatron frrst
summary reports and worksheets provided by DO

TheI ern Sections d5 cle ves the ro a a drt role from D

trans er audrt aut orrlt% 3!\?& vggen thH? rsaturerg ya OR he so'nauchon to

au rt rova ments area a toolbak to conduct auits. The orrgrn
arr strar onrvar H 58 rovrdfs DNR with not onl teachor% onauct

0 at ts hut a opr ides DNR with sore tools it will need to conduct au ItS

5 tro s aso retarn or each department the existing authority to acquire data from the ot er n

order to successtully conauict IS own audits.

Section 1also adds a provision to explicitly provide DNR the author drt ex ratron
Incentive Creaits awarjrjted unrter Ag El&&y 15 remedresanoversrgtYr eorrgr statute

where neither DOR nor DNR had such authority.

dSectron Awere add% er dgs ussrrfns ith industry, Unde currentl ' Infor atron
oecte DOR audit 15 hel con entia Her hreato crrmrna enal
rvu grngp\n ormation nqrven to DNR and consjaered con rientral und I our nt au%rts

not 5o explicit. Sectiort 4imposes the same criminal penalty protection on royalty

2 DOR recognizes the value of specialization and usually assigns the same staffto work on royalty auditor when
possible. However, DOR’s auditors do not work exclusively on DNR royalty audits.



cog(%ugttted by DNR. Section 6provides reciprocal protection when DOR acquires DNR royalty
audit data

Section 4also extends sub ena owers to DNR, When DOR L[%erform%an audit whethéer for
%o uct|on tax orr altg uthor, und r AS 430 subpoena Hooks and [ecoras

06s not e fate’s o r|t on trans ers ex stm SU poena? WeJS Fé
Wit othh|scanete powe o estatetoaudl roya payments will be |m|n|she Asa

practical matter subpoena POWEYS are rarely EXEICISe.

Fiscal Impact

As noted in the Fiscal Note that accompanies HB 58 three staff are transferred from DOR t
DNR at no ad |t|on§1 cost {0 tﬁe state. FWtﬁ m r(?\;e(s ?Fmenues more royg‘ty aud|[t)s can%e

completed in the course ofa year and the backlog of audlts eliminated.

PIFI% EBacnmvesanmrpo ant and 3|P1 egoal. In the rformance of its duties to maximize the
value of the state’s ol and gas roya nues DNR oul conduct Its own audts.



No: 4
Bill Version: hb 58

FiscaL NoTE w publish bate:  3/8/00

STATE OF ALASKA BILI

2000 LEGISLATIVE SESSION

Revision Date:  03-Mar-00 Dept Affected: Natural Resources

Title: An Act relating to certain audits regarding oil BRU: Oil & Gas Development

and gas royalty and net profits and to audits regarding costs... Component:  Oil & Gas Development

Sponsor Rules Committee .

Requestor, (H)RES Component Serial No. #D
Expenditures/Revenues (Thousands of Dollars)

OPERATING EXPENDITURES FY200L FY2002 FY2003 FY2004 FY2005 FY2006
PERSONAL SERVICES 2309 230.9 230.9 '230.9 230.9 230.9
TRAVEL 29 25 2.5 2.5 2.5
CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 233.4 2334 2334 2334 2334 233.4
CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0
CHANGE IN REVENUES (funded.) 0.0 0.0 0.0 0.0 0.0 0.0
FUND SQURCE (Thousands of Dollars)

1002 Fed ral Receipts

1003 GF Match

1004 GF

I e

1105 Perm Fund Receipts ~ 175812 233.4 2334 233.4 233.4 233.4
TOTAL 233.4 233.4 233.4 2334 233.4 233.4
Estimate of any current year (FY00) cost: $ none

POSITIONS

FULL-TIME 3 3 3 3 3 3
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0
ANALYS|S (Attach a separate page ifnecessary)

Transfer from the Department of Revenue funds for two Revenue Auditor positions and one clerical position. The
Revenue Auditor positions heing transferred are filled and perform royalty audits. The departments agree that
efficiencies will result in the timeliness of audits with the consolidation of this function in DNR. In the past, many of the
tasks required to complete these royalty audits were duplicative of tasks performed in DNR. This fiscal note shows the
transfer of the funds and positions from Dept, of Revenue to the Dept, of Natural Resources.

Prepared by. Ken Boyd. Director.A"*] ~TNT Phone : 269-8800
Division; Oil &Gas s /s A 17 Date: 03-Mar-00
Approved by Commissioner
John Shivel
Agency: Natural Resqdrces
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR 3 LEGISLATIVE OFFICE
hb58.xls For further distribution information call the Governor*s Legislative Office

Pago t ol |

oalmffwttm



ilrv r hb 58

FISCAL NOTE E(; | a'[eIQ/a/oo

STATE OF ALASKA
2000 LEGISLATIVE SESSION

Revision Date/Time (Note if correction) March 3,2000-3p.m.  Dept. Affected Revenue

Title Oil & Gas Audits BR Revenue Operations
Component  Tax Division

Sponsor House Rules

Requester ~ House Resources Component No. 115

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY2001 FY2002 FY203 FY 2(1)4 FY2005 FY 2006 |
Personal Services (230% (2309 230% 53 53 2309;
Travel 2 (2 2

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims

Miscellaneous
TOTAL OPERATING (2334) (2334) (2334) (2334 (2339 (2334)

[CAPITAL EXPENDITURES
ICHANGE IN REVENUES ( )

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

I g @S B B 6

Estimate of any current year (FY2000) cost:

POSITIONS

Full-time 3 -3 -3 -3 -3 3
Part-time

Temporary

ANALYSIS:  (Attach a separata page ifnecessary)

This bill transfers from DOR to DNR the responsibilities and authority for auditing reports and payments
relating to revenue under oil and gas contracts, agreements and leases. This function is performed by
three DOR positions that would be transfered from DOR to DNR.

The DOR positions had been funded with General Fund money but the Legislature in 1999 changed the
funding source starting with the FY 2000 budget to Permanent Fund Receipts.

Prepared by:  Dan Dickinson, Director Phone  269-1033
Division Tax Division Date/Time March 32000
Approved by:  Commissioner Wilson Condon Date 03/03/2000
Agency Department df-ftevenue
FHREP*FELM h— PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR"S LEGISLATIVE OFFICE
QOmuv ftf T t U vvi I p or further distribution Information, call the Governor's Legislative Office

(Hov 10%) Page 1 of 1



M. No: 2
| Version: HB 58

PPEEAR RO TR (H) Publish Date: 1/22/99

STATE OF ALASKA
1999 LEGISLATIVE SESSION

Revision Date/Time (Note if correction) Dept. Affected Revenue

Title Oil & Gas Audits/Incentive Credit 'bru ‘Revenue Operations
Component  Oil &Gas Audit Division

Sponsor Rules

Requester Governor Component Serial No.

Expenditures/Revenues (Thousands of Dollars)

OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005
Personal Services (230.9) (230.9) (230.9) (230.9) (230.9) (230.9)
Travel (2.5) (2.5) (2.5) (2.5) (2.5) (25)
Contractual

Supplies

Equipment

Land & Structures
Grants & Claims

Miscellaneous
TOTAL OPERATING (233.4) (233.4) (233.4) (233.4) (233.4) (233.4)

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) |
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF (233.4) (233.4) (233.4) (233.4) (233.4) (233.4)
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)

T0

(233.4) (233.4) (233.4) (233.4) (233.4) (233.4)

Estimate of any current year (FY99) cost:

POSITIONS

Full-time -3 -3 3
Part-time

Temporary

ANALYSIS:  (Aftacha separate page ifnecessary)

This bill transfers from DOR to DNR the responsibilities and authority for auditing reports and pagments relating to
revenue under oil and gas contracts, agreements and leases. This function is performed by two DOR auditor positions

and one clerk position that would be transfered from DOR to DNR.

Prepared by John F. Pilkinton, Director Phone 907-343-9225
Division 0il & Gas Audit Date/Time Oct. 30.1998
Approved by A A [r]

Commissioner ~ Wilson L. Condon »( Date Oct. 30,1998
Agency Department of Revenue

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office
MMITTEE COPY Page 1 of 1
Oil &Gas Audit Transfer - 10/30/98



No: |

FISCAL NOTE Bill Version: hb 58

STATE OF ALASKA (H) Publish Date: 1/22/99
1999 LEGISLATIVE SESSION
Revision Date: Dept Affected: Natural Resources
Title: An Act relating to certain audits regarding oil BRU: Oil &Gas Development
and gas royalty and net profits and to audils regarding costs... Component:  Oil &Gas Development
Sponsor: House and Senate Rules Committees
Requestor; Governor Component Serial No. #439
Expenditures/Revenues (Thousands of Dollars)
OPERATING EXPENDITURES FY0Q FY01 FY02 FY03 FY04 FY05
PERSONAL SERVICED 230.9 230.9 230.9 230.9 230.9 230.9
TRAVEL 2.5 2.5 2.5 25 2.5
CONTRACTUAL
SUPPLIES
EEUIPME T
s T

SCELLANEOU%
TOTAL OPERATING 2334 233.4 2334 2334 2334 233.4
CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0
CHANGE IN REVENUES (fund cock) 0.0 0.0 0.0 0.0 0.0 0.0
FUND SOURCE (Thousands of Dollars)
%88% EteFderal ﬁecelpts
1004 GF 233.4 233.4 233.4 2334 233.4 233.4
1005 GF/Pr ogram Receipts
1037 GF/Mental Health
Other (Specify Type)
TOTAL 2334 233.4 2334 2334 233.4 233.4
Estimate of any current year (FY99) cost: S none
POSITIONS
FULL-TIME 3 3 3 3 3 3
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0
ANALYSIS: (Attach a separate page if necessary)

Transfer from the Department of Revenue funds for two Revenue Auditor positions and one clerical position. The
Revenue Auditor positions being transferred are filled and perform royalty audits. The departments agree that
efficiencies will result in the timeliness of audits with the consolidation of this function in DNR. In the past, many of the
tasks required to complete these royalty audits were duplicative of tasks performed in DNR. This fiscal note shows the
transfer of the funds and positions from Dept, of Revenue to the Dept, of Natural Resources.

Prepared hy: Ken Boyd, D irec tfI™ A czz - T Phone: 2266%-8?(;3
Division; il & Gas ate: -Oct-
Approved by Commissioner; _GT )/ ,-DC o - 16-
Agency: Natural BESOL"@ES ? il

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR 3 LEGISLATIVE OFFICE
or further distribution information call the Governor®s Legislative Office
‘o/Sdnsno~"Twr “
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*
Sbﬂtﬁgﬁmﬁm
uneau
January 20 199

The Honorable Brian Porter
S;Feaker ofthe HOlIISG
Alaska State Legislature
State Capitol

In the interest of im rovm? efhmen%wjthm ou s\ate ?overnme,nt, well as betweep
gover,nment and inqustry, 'am transmitting this bill to transfer oil an qas royalty audit
unctions from the Depértment of Revenué (DOR) to the Department ot Natiral Resources
gDNR). It makes sense o rﬁgt the auiilt duties in the same gepartment that administers,
nforces, and Is therefore most knowledgeable with, the oil and gas leasing program.

Ironically, the audit functjons used to rest with DNR, but were switched to DOR in 1980
based oggle Islative audit {e it. The recommengation stated ccrst savings would he
achieved oy having one staff of auditors review both tax and royalty compliance Information.

Ince howevgr, the state has entered into ro alr settlements with the major N?rth
Slope &ro LCEIS and fas made chan%es {0 Its fa régulations. As a result. there 3no onger
as much overlap hetween royalty and tax audits. In'addition, separating DNR's duty to
administer and enforce oil and gas contracts, a?reements, andl leases from the gepartment’s
ability to conduct auclts leading to possible enforcement actions, has resulted In
Inefficiencies and other problerns.

The bill specifically authorizes DNR to audit reports and costs relating to exploration
incentive credits and ?|I and gas I|c%nse,s. It also grants DNR audit rPowers &ommensurate 0
those 0f DOR current g Including the right to subgoena information for audit purposes. The
fwo epartments wouldl be allowed to exchange confidential information obtained in the
course of thelr respective audits; a breach of conficentiality by any agency employee would
be a fel my offense.

This bill takes a sensible step in how the slate does business with the il and gas industry.
Sincerely

Tor
Governor

tICS <







R
David Fauske ) James Hove

President N e ses sr76 Executive Director

March 9 190

Honorable Bill Hudson
Chairman
House Ut|||tY Restructuring Committee

a

Jguneau R|aska s 50|

RE: Alaska Public Utilities Commission
Dear Rep, Hudson:

ls his letter is prom te? Pgmar eyHB &2which ﬂeals with extending the Alaska
U|IC Utilities Commiss our ears. 3/ou ave heard in my te tlmo
efore ourcommttee the TAdoes not Want t hec ssmn to enter| 0a“win
own” year. T pene Ve ¥ears 0 and It was ur enson}e omduery g
commi SI nan ou utomers h enefa
tene bot

n| atlons
su(?stanﬂa J] rease in eam unt O E? (m]
In L#stry and fne m|33|on evotet eir efforts toward that WOf rat er than to the

confusion of ™ wm own.’

Howgver the suns t review éProcess *ves US awelcome o ortum% to offer so

[sng%e fions for change within the structure tecgmm Sﬁ)n ESPOUSEa a
aralion Vocacy Sta HrS COUHSG totne

etween a
com |s lon. W}thm thatW]e current st ct re that has a zH)frso aﬂ dvocate on
0c etan esame |nd|V|duaIascounse on another docket lends Itse ?even

W|t out intent) to conflict with ex parte rules.

Aa re(é)mmends ﬁt there be an organizational separation wher dvoc
staff. unaer the direction otthe executive director, represent the Jnterest o ?\ %
atters before the omm|3f|on Comm|fron 5 acﬂpgemanaa}udlcatwe rt%ew&g%u'#w

ave acoess to professional advisory staff so they operty prepared
ISSUES presenteH by representatlves%?ln Ustry AT he scoracy St

resentl>i1 the c?mm|33| n has.authorization to Ire nine add|t|on Ie Io ee

%ot p State-hiring, freeze, the gosmons remain unf ed. AT sron

or the com |53|on ang r ﬁommends It 85 ne essa fo ompete
hstas Ina reasona ﬁtlme Furt ?rm e the ene C|z1r| so ane C|e

e utility customers: t atory Cost Char etp Ifurr sthe

same pe
commission. ATA aIsoab ?ngelg t?]at with fPﬁ a?fmg the cammission should implement
the separation of staff mentioned previously.



ther facet t Pat sho pb(e Included in the restruct urm |sade||neat|on fthe

gowers an es n3| t|esot hairman, CIearI |t 15 |m nttﬂ]gfregser\é%twe ess

o nomy o com ertovote lois/her m n|s e, lb
eco mi smg m| dmoreaccounta eW| the responsibility 0 ea ers Ip
pIaced In the hands o one Individua

design N |n |g attorney. pusiness and consumer (two seats

IS vdlua etoh 0fession I|n sre resente |53|on owe Br.

eEEWcla mcrease num ro esq naI st Y]ue may be
imination 0 exceptlona capa ecan ates WNOSe experience is

SF ﬁhee
n ano er

In summary, ATA proposes

Reauthorization of the APUC;

Clear segaraﬂon of advocac sta ffrom advisory staff,
Hmngt fill the nine vacant staff positions;
Delingation qfthe powers and duties ofthe Chairman:
Abolish requirement for designated seats.

. F|Q%Sy ATA questions the continued necessi ofc MISSIO seats e|n
ated as'e dB C r’} edl it

Than fortheo portunity to offerc mments on these Issues. Members ofthe
ATA are avalia/ ble to answ quesno S Or provi eassotance onall matters be oregh

commitiee.
Sincerely,

James Rowe



WORK DRAFT WORK DRAFT WORK DRAFT
-LS0327\H

Cramer/
3/15/99
S
CRRHUEBLLND &ALRY
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-FIRST LEGISLATURE -FIRST SESSION
BY THE HOUSE SPECIAL COMMITTEE ON UTILITY RESTRUCTURING
Offered:
Referred:
Sponsors):  REPRESENTATIVE THERRIAULT
HR AN ACT ENTITLED
A At etating tre tamrdion ciie of tre Azl Rbdic Uiiies Grmsson
il e 3) 200 ad powdirg for an diedne che”

B [T BNACTED BY THE LEASLATLRE (F THE STATE CF AAXA

*Simn 1 As 4466010[3)(4) is amended to read:
(4 Alaska Public Utilities Commission (AS 4206010) — June Q) A

1999, o
* Sec. 2 This Act takes effect Immediately under AS 01.10070().

CSHB 62(URS)

New Text Underlined [DELETED TEXT BRACKETE)



2

3
4
d

= B B o —io

WORK DRAFT WORK DRAFT WORK DRAFT

1-L50327\G
Cramer/
3/11/99

(SFRHIEERLLND B
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FRST LEGISLATURE -FIRST SESSION
BY THE HOUSE SPECIAL COMMITTEE ON UTILITY RESTRUCTURING
Offered:

Referred:
Sponsor(s):  REPRESENTATIVE THERRIAULT
A BLL
FCR A\ ACT ENTTTLED

1 A At iy oire pves ad dies of te dard te Asla Rilc
iities G gty te Emretion ciedtreﬁlada Ridic Ulites
Crmssay aul poddrg for an disthe cete”
BE [T BNACTED BY THE LEGSATURE CF THE STATE CF AAKA

*JAM 1 A 42050000) is amended to read:
() The governor shall designate one member of the C&HmISSIOH as dar
[CHAIRMAN] of the commission. This member shall serve as CTAl [CHA!
for a ter, fo years,.but may be appointed for 5uccess Ve ters., The
el fearTetEd Fems

r%ma anmEEM
AS 4206101(a) Js ane ed to read:
) The I 0? IFE commission shall establish for RTINS a

pr|n0|pal ofhce and branch offices necessary to discharge its businessefficiently. For
the convenience of the public or of parties to a proceeding, the commission may hold
megtings, hearings, or other proceedings at other locations.

CSHB 62(URS)

New Text Underlined [DELETED TET BRACETED)
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WORK DRAFT WORK DRAFT 1-LS0327\G

*Sec. 3 AS 4206111(p) is amended to read:

(b) The chair of the commission may employ temporary legal counsel for the
commission from time to time in proceedings before the commission in which the
attorney general is representing the public interest or a party before the commission.

*Sec. 4 AS 2200121 is amended to read:

Sec. 2206121 Employment of commission personnel, (@) The commission
may employ an executive director who shall have had at least five years of experience
In public utility management or regulation, law, accounting, engineering, or an allied
field. The executive director Is responsible for directing the administrative functions
of the commission and carrying out the policies as set by the commission. The chair
of the commission may employ engineers, hearing officers, administrative law judges
to the extent provided by AS 42061400), experts, clerks, accountants, and other
agents and assistants consicered [IT CONSIDERS] necessary. Employees and agents
of the commission who are not partially exempt under AS 332512) other than legal
counsel, are in the classified service under AS 3325100

(b) In addition to the [ITS] staff of regular employees, the chair of the
commission may contract for and engage the services of constitants and experts the
chair [COMMISSION] considers necessary.

*Sec. B AS 4466010[)(4) is amended to read:
(4 Alaska Public Utilities Commission (AS 4206010) —June Q)

2031999, -
*Sec. 6 This Act takes effect immediately under AS 0110070().

HB 62(UR . _2'
B Naw Text Underlined [CELETED TEXT BRACKETED)



I-LS0327\G.I
Cramer/
3/15/99

AMEND MENT

OFFERED IN THE HOUSE
TO: CSHB 62(URS). Draft Version “G"

% N lnL'?eenZ fYodowrltnggto ol of cnmssanes o e Asa Rdic Ulities

Qo

Page 1, following line 9
Insert a new bill section to read:
w302 AS 42(5(1%5 15 repealed and reenacted fo read:

2060 of CNIMSSABS The govemnor may remove a
commissioner from office only for inefficiency, neglect of duty, or misconduct in
office, or because the member, while serving on the commission, is convicted of a
misaemeanor for violating a statute or requlation related to public utilities or is
convicted of a felony. The governor shall deliver to the commissioner a copy of the
charges against the commissioner.  The commissioner shall have an opportunity to
present a defense in person or through counsel & a public hearing before the governor
or the governor's designee. The commissioner shall be informed of the hearing by
registered mail at least 10 days before the hearing date. At the hearing, the
commissioner may confront and cross-examine adverse witnesses. Upon removal of
the commissioner, the findings and a complete statement of all charges made against
the commissioner shall be filed in the Office of the Lieutenant Governor."

Renumber the following hill sections accordingly.
Page 2 following line 2L

Insert a new Dill section to read:
w30 7 The provisions of AS 4206035 repealed and reenacted by sec. 2of this Act,

RRERB B BRBRERBRBEREBoom-wo s~
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1 apply to a member of the Alaska Public Utilities Commissionserving on the effective date
2 of this Act. This Act is intended to extinguish any existing right of asittingcommissioner
3 o the removal procedure specified in former AS 420603

4 Renumber the following hill section accordingly.
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Cramer/
3/15/99

AMENDMENT

OFFERED IN THE HOUSE
TO: CSHB 62(URS), Draft Version "G'

1 Page 1 line 2 following
2 Insert ‘refating to removal of commissioners of the Alaska Public Utilities
3 Commission;"

Page 1 following line 9
Insert a new hill section to read
"* Sec. 2 AS 4206035 isrepealed andreenacted to read:

Sec. 42206035 Removal of commissioners. The governor may remove a
commissioner from office only for neglect of duty, misconduct in office, or because
the member, while serving on the commission, is convicted of a misdemeanor for
violating a statute or regulation related to public utilities or is * nvicted of a felony.
The governor shall deliver to the commissioner a copy of the charges against the
commissioner. The commissioner shall have an opportunity to present a defense in
person or through counsel at a public hearing before the governor or the governor’s
designee.  The commissioner shall be informed of the hearing by registered mail at
least days before the hearing date. At the hearing, the commissioner may confront
and cross-examine acverse witnesses.  Upon removal of the commissioner, the
findings and a complete statement of all charges made against the commissioner shall
be filed in the office of the lieutenant governor.”

Renumber the following hill sections accordingly.
Page 2 following line 21

Insert a new hill section to read:
"* Sec. 7. The provisions of AS4206035 repealedand reenacted by sec. 20f this Act,

RS B BRBERERBSBEBOLw~ ool &
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apply to a member of the Alaska Public Utilities Commission serving on the effective date
of this Act. This Act i intended to extinguish any existing right of a sitting commissioner
to the removal procedure specified in former AS 420603

Renumber the following bill section accordingly.



March 17,1999

HB 62 APUC Sunset

HB 62

Sponsor Statement

Fiscal note 2pages

CSHB 62URS, (version H) tighttitle, 2year sunset till 2001
CSHB 62URS, (version G) amended strong chair

HB 62 amend (version G.1) removal of commissioners

HB 62 amend (version G.2) removal of commissioners change
Testimony of Tim Cook

Testimony of Randy Harshman

ATA A new structure white paper



HOUSE BILL NO. 62

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIRST LEGISLATURE -FIRST SESSION

BY REPRESENTATIVE THERRIAULT

Introduced: 1/22/99 _ N _
Referred: House Special Committee on Utility Restructuring, Labor and Commerce

A BILL
FOR AN ACT ENTITLED
"An Act relating to the Alaska Public Utilities Commission; and providing for an
effective date."

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

* Section 1 AS 4466010@)(4) is amended to read:
(4 Alaska Public Utilities Commission (AS 4206010 — June 30 208
[ 19001
*Sec. 2 This Act takes effect immediately under AS 0L10070().

HB0062n

Saw Texc Underlined [ﬁETED TEXT ERAOKETED) B 62
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Tim.Cook (907) 2766222

Alaska Public Utilities Commission

March 12, 1999

Representative Bill Hudson,

Both Commissioner Alyce llanley and myself are astounded with the direction
that HB 62 reauthorizing the Public Utilities Commission has taken. The proposed
amendment deleting the requirement for legislative consent to remove a
Commissioner is an unconscionable abdication of legislative authority. It will
absolutely politize the Commission, and is simply bad politics. Why would a
Republican Legislature empower a Democrat Governor to remove members
from a Commission, the majority of whom are Republicans?! The reasons that |
have heard are that there is squabbling and inefficiency, and that one
Commissioner has serious legal problems. The squabbling and inefficiency is
because we have a Chair who was appointed by a Democrat Governor, and an
Executive Director who is a political cronie of the Governor. They disregard the
will of the Commission if it doesn’t fit their political agenda or their own selfish
interests. As for Omquist and his legal problems, this is a serious situation, but
there arc provisions that provide for removal, and besides, he has pledged to
resign if he is convicted.

The solution to making the APUC run more efficiently is to have a chair who
rellects the majority will of the Commission rather than one who promotes his
own self interest. This can be accomplished by supporting the amendment offered
by Rep. Rokeberg to change AS 42.05.020 from “the GOVERNOR shall
designate one member of the commission as chairman...” to “ the COMMISSION
shall designate one member of the commission as chairman ...” | have spoken
with Pam Finely at legislative legal counsel regarding the legality of the
amendment, after brief review, she saw no constitutional or legal impediments.

The party in power needs to promote and empower people of like philosophy. To
abdicate power to those of another p;irty is contrary to the principles of the
representative electorial process. In this particular case, if the Commission is
allowed to appoint its own Chair, it is likely that since a majority of the
Commissioners are Republicans that the Commission would appoint a Chair that
rellects the republican philosophy. Please support this amendment.

Tim Cook, Commissioner

I When Knowles tried to remove me from the Commission, he counted on
the legislature not intervening, and that | could not afford the legal fees. If the
law is changed, Knowles will come after anyone that disagrees with him, because
the legislature will have no basis for intervention, and the legal fees will be even
greater because the standard is less clear.
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Rancly J . Horshman

1200 Southampton

Anchorage Ak. 99503
Dear State House Representative;

Currently before you is HB 62, This bill is important to Alaskans all
over the State, particularly now that we have the largest Utility buy
out chat we have ever experienced. | would like to go on record opposing
elimination, or reduction to the commission size. Although there may be
a need for stronger leadership and possibly oversight by the
Legislature.

Unfortunately a majority of our Public Utilities have been sold to one
major group and without yom- direct intervention this will likely
balloon into a larger fiasco. I"m sending some more information for your
consideration on this subject. Last week you may have received a plea
from me to change the way the APOC 1is structured. Don"t confuse the two
organizations but they seem to have some common ground in protecting the
public from abusive or manipulative individuals or groups.

Perhaps the ultimate answers also lay in the same arena. The Judicial
branch of Government may be more apt to handle these issues, 0s chey
aren X controlled by elected officials, who may be prone to outside
influence.

Please don"t take this personal, os I'm aware you too are elected but my
personal experience dictates that political influence doesn"t
necessarily help to protect the public from people or groups with large
sums of cosh.

Look at the example information provided, 1i.e. response to APOC
investigation, letters to US Attorney (Robert Bundy) and APUC chairman
(Sam Cotton). This kind of behavior can®"t continue or it may very well
erode public trust in ail Government.

sincerely RANDY J HARSHMAN



THE .ALASKA PUBLIC UTILITIES COMMISSION

A New Structure

In the coTrse ofthe sunset review of the Alaska Public Utilities Commission (APUC?), two facts
became clear:  There s a continuing need for the existence ofthe Commission and there Is a need
0 change the manner In which it operates.  This white paper will discuss the APUC's mission and
It's organizational Structure.

Mission;

There is a need to focus on the mission statement ofthe APUC as Iﬁid out jn statute. There are
two baslg]c functions o.b%,f,erve? Rythq.APUC. One s to protect the punlic interest; the other to
assure the continued viability of the utilities.

In the case of the former, the APUC should have the mandate of assuring that utility rates are
Just, fair, and reasonanle. In,tne PrOCess oJcar Ing ouths mn ate, they myst determine
Individual ¢ Rybasm. To do so, the

%pro#gﬁte rate of return, either on an Industry oran in ompan r¥
Slbasee etermmagoH ofthe costs of provicling service. establish what Is used and useful
rate base and be assured t B

al management practices are prudent.

The latter function is equally important. . If utilities are not financially viable, then service will be
eroded and If ca.rnﬁd 0 F]ﬁ absLird, service could become unavailablé. It 1s inthe public interest
0 protect the viability orthe wtilities.

As the APUC carries out these two ancnons, it must be minaful of the aepprognate ECONOMes.
TheX myst. In other words, accomplish these two mandates by use of the most efficient and
economical means possible Lo assur tBat the cost ofreﬁulatm 15 n_?_t_a n}ajor contn?uto[]to the
cost of service. _[t's In neither the public mtereFt nor that ofthe utilities for the staft ofthe APUC
0 enr%a%e the util lmap 0ceedin ,gne cost ofwhich s ten to twenty times more than the cost
Or rate In question within'that proceeding,

Structure:

There is a need to address the structure of the AﬁUC using th%,Federal Com[nuniczﬁions
(%Rmmmon FCC) & a madel. Restructunnq,t e APUC Inthis manner will provige for amore
efficient operation‘and eliminate certain inequities which now exist

The current structure of the Commission has staff moving back and forth in two roles. Onthe
one hand, the are often party to gockets, re resentmg thé E)ubhc Interest. - Onthe other hand, they
Serve In gn advisory capacity to the %mgwl sion. T %the ituation mho context, the
Commission Serves as a uas Bu iclal, o%. Allowing the staffto move back and forth as hoth
party to and advisors to the Commission In the same docket Is much the same as allowing erther



the plaintiff or defendant in a legal proceeding to advise the udge on his final decision, rather than
just%resenting evt|dence for%]egrecgrg. : Jueg

Utllizing the FCC modl, that portion of the staff designated as representative ofthe public
mterest%vould e esta%ﬁshed sggar,ate.?rom the Comrr%ssmn |tse|?.p Tins "Staf?]wou% SeIve
Under the dwecHon of the commigsion's executive director and would be party to d%ckets s
apg,ropnate. Thelr participation In dockets would be as an autonomous party andi]e'y would be
a% egttsto the same rules regarding ex parte contact with the Commission as are other parties to

The commissioners, on the other hand, should have personal staff, as well as their own counsel, to
assist them In research, writing oraers and, in general, filling an advisory role.

As commissioners serve in the role of]rt]ques, they should not aunch investigations, or open
dockets on thelr own motion.  They shoglld not iSsue notices of nquiry or engage in writing
requlations. - These functions should be the sole purview of " Staff",

The designated seats concept should be eliminated.  The designated seats %accountant legal anu
engineerin ongmated inthe early days of statehood when the Commission was a part tie body
with no stait, [y those days, it was n ce?sar,}/ 0 h%veanen ineer. a lawyer and an‘accountant on
the Commission because they had no staffwith such expertise.  The two'consumer seafs were
adoed In the mid seven,ﬂfs I the mlftaken belief that rthe fhree assigned seats were charged with
e resentm% their special vocational Interests. . The fact Is that the commissions must te neutral
%O%es and Should not be repres ntmgan _sPeuaI Interest ﬂrou. Under the structure /tlined
: ? Séaff woul r,eE,resentte blic interest. To furthe %mphasue, the separatior} of
Staft and the Copmission, it must be clearly understood that the executive director will be in
charge of the "Staft”.  The "'Staff positions must be designated s exempt to allow the hiring of
truly qualifiedpeople in these positions, who can be held accountablefor the quality ofwork

they produce.

Doing away with the assigned seats on the Commission will also require Ianguage to, make it_clear
that candidates for the Commission must be professional with some knowledge of utilities. . There
must also e a restriction which allows no more than one commissioner from"anyone vocation.

Included here are examples of organizational StrUCHUES...........vvervreen

Current Operating Authority:

As afinal note, one other amendment to current statute is proposed.  AS 42 (0B 141(1) must be
amended t?, %ﬁmmate the Ian%uage ’ %F OWErs oy e m#nssmn snall el %ralll& nstrued
to accomplish I£s stated purpos hecome one ofthe most 0ovIoUS harrlers In

™ This Janquace h .
reﬁtm t0 the Commission. T%e,commm nergs an%]sthe stafthave yseq this language to offer
diering Interpretations of requlations and statute on a case by case basis.



The phrase has glso allowed the omm|s?|on Jo state that it does not set precedent. BotrHJunty
management angl the general public are placed In a precarious Situation whnen they are unable to
rely on past decisions of the Commission to determing proper conduct in relatiort to any particular
Isstle because the Commission feels free to develop differing interpretations to similar conditions

onacasgb case hasis. . As a quasi judicial body, the Conimission must be held accountable to
ItS own decisions and Interpretation.



Component: APUC Operations
BRU: Alaska Public Utilities Commission

71000 Personal Services

72000 Travel

73000 Contractual
74000 Supplies
75000 Equipment
76000 Land/Buildings
77000 Grants, Claims
70000 Miscellaneous

Funding Sources :

1110 APUC Rcpls

Positions :
Permanent Full Time
Permanent Pari Time
Non Permanent

Totals

FY1990 Actuals

2,620.2
513
1.084 3
71.9
162

0.0
00

3,051.9

3,051.9

oo

FY1999 ABS
Conference

Committee

2.039.9
35.0
1,525.2
62.5
13.0
0.0

00

0.0

4,476.4

4,476.4

o

Component Dotajj
Department of Commerce and Economic Development

FY1999 Authorized

2,050.0
350
1,961.4
625
130
00

0.0

00

4,923.5

49235

oo

State ol Alaska

FY2000 Adjusted

3.287.0
350

1.600.0
62.5
13

4,999.2

4,000.2

FY2000 Governor

3,207 0
35 0
1.300 0
625

4,699.2

4.600 2

8

FY1999 Autlioilied Vs FY2000
Govemor

436 2 15 3%

00 0 0%
060 5 -33 7%

no 0.0%

0 0o
2243 -4.6%
2243 -4 6%

B B



FISCAL NOTE

STATE OF ALASKA BILL NO. HB 62

1999 LEGISLATIVE SESSION

Revision Dale/Time (Note if correction) Dept Affected

Title Alaska Public Utilities Commission 'BRU AK Public Utilities Commission
Component APUC Operations

Sponsor Rep. Themautt

Requester Com.on Util. Restructunng, Labor & Commerce Component Senal No. 346

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005

Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures
Grants & Claims

Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES
CHANGE IN REVENUES ( )

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Other 1110 APUC Rects 0.0 c.0 0.0 0.0 0.0 0.0
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY99) cost: (D

POSITIONS

Full-time 0 0 0 0 0

Part-time 0 0 0 0 0

Temporary 0 0 0 0 0

ANALYSIS: (Attach a separata page rfnecessary)

The zero fiscal note, has attached to it the summary of the Governor’s FY2000 request for the Commission of $4699.2
The Commission anticipates this level of funding would continue from FY 01-FY 05, in the event that the Commission's

sunset date is extended.

Prepared by Phone  263-2112
Division APUC Date/Time 2/11/99 3:51 PM
Approved by Commissioner Date

Agency

PREPARER TO PROVIDE ALL DISTRIBUTIONGOPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further dislnbution Ir/omurtioa. he Governor's Legislative Office 2
of

(Rev 10/B)Vifrform »/0UB Page_1 L



Alaska ~tatf "legislature While in >cvion

GENE THERRIAULT ey
''9 N.Cusnman.Sui;e 101 (907)J6_5—479”
AairDanxs' . Alaska 99701 cax: (907) 465-5684
(907) 488-0857
ax: (9071 488-4271 |Mnuse (©f 3aepresentat”|es House District 52
House Bill 62 “An Act relatm tq the A(ﬁska Pthc
Uplmes ission; and providing for an
efrective date
Sponsor Representative Gene Therrial

Sponsor Statement

Urd [ and 4206, the Alaska Public Ut|||t|e? Commission requlates publlc
H |t|es Ycert In ciual [fied provigers o putgrc tility and pipeline ?rvl es. [t1s
esigneql to ens utilities row e safe and a equ { SevICes an %tles at

[eas a le rates. The five-member onlm|33|on da 0 etermines the eh%\ ty and the
Kr k 43 A%I our support for electric utilities under the Power Cost Equalization program

The Alaska Public Utilities Commission |s et to expire June ]999 nder AS
Term|nat|on of stategtﬁjg comm SIQPS Iﬂﬁe ature d(fes not act

exten sion, It wouldl have one. year, until June t0 conclude 1ts
C}faws HouseB éwnl’exten Commission ?or another four years.

The tnle has |nt?nt|onall n left broad gnou%h to allow leeway for discussion of |

3)6(}’5%%(;'33”650 concern that have arisen during the past four years of the Commission's

Email: ReDresentative_Gene_Thernauit@ legis.state.ak.us


mailto:ReDresentative_Gene_Thernauit@legis.state.ak.us

Alaska .State ~legislature it in o
REPRESENTATIVE q\]hlj%c:
GENE THERRIAULT L
9 NM alijsnngmAadncreSé;S\te '01 %CZE
iroar.KS Alaska 99701 Ix tRGT 4
i€uuse (Of Haefircscrttuiifres louse 'S
House Bill 62 “An Act rglatm .to the Alélska Ptébhc
Upnes lission; and providing for an
eftective date.”
Sponsor Representative Gene Therriau

Sponsor Statement

Urdr 842(Band42 theAIasha Pulfhc Ut|I|t|ef Commission regulates publlc
H |t|es cert| ualified prow IS0 putgrc tility and pipeling ?rvlfes It
esigne oensu ta utilities row e safe and adequete servi esan a|t|es
[eas ?a e rates. The five-memioer. Commission

odetermmest ee|%\ ity and the
Fgrs khgvzv%t our support for electric utilities under the Power Cost Equalization proeram

The Alaska Pubhc Ut|||t|es Commission |s et to expire June ‘}?e 19]9 nder AS

erm|nat|on 0 stateqah comm| SIQS I ature d(feS not act
%exten jssio), it woa%1 a/e One year, ?nu June to conclude Its
affairs House B I'&2will extend the Commission for another four years.

The t|t’e has |nt ntionally peen left broad enou%h o allow Ieewa for discussion of

g()e(\l/s%%cgsueso concert that have arisen during the past four ye r$ of the Commission's

Email Reoresentative.Gene.TherriauitSOlegis slate ak us



FISCAL NOTE

STATE OF ALASKA BILL NO. HB 62

1999 LEGISLATIVE SESSION

Revision Date/Time (Note if correction) Dept Affected

Title Alaska Public Utilities Comniission ‘bru AK Pulic Utilities Commission
Component  APUC Operations

Sponsor Rep. Themault _

Requester Com.on Util. Restructuring. Labor & Commerce Component Senal No. 346

Expenditures/Revepues _ _ _ (ThOUS&ﬂdS Of DO”&I’S)
Note: Amounts do not include inflation unless otherwise noted helow
OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005

Personal Services
Travel

Contractual
Supplies
Equipment

Land & Structures
Grants &Claims

Miscellaneous
TOTAL OPERATING 00 00 00 00 00 00

CAPITAL EXPENDITURES
CHANGE IN REVENUES (

1002 Federal Receipts
1003 GF Match

1004 GF _
1005 GF/Program Receipts
1037 GF/Mental Health

Other 1110 APUC Repts 00 00 00 00 00 00
TOTAL Q0 00 00 00 00 00

Estimate of any current year (FY99) cost: 00

POSITIONS

Full-time 0 0 0 0 0 0

Part-time 0 0 0 0 0 0

Temporary 0 0 0 0 0 0

ANALYSIS: (Attach a separate page ifnecessary)

The zero fiscal note, has attached to it the summary of the Governor's FY2000 request for the Commission of 54699.2
The Commission anticipates this level of funding would continue from FY O1-FY 05. in the event that the Commission's

sunset date is «xtended.

Prepared b Phone  263-2112

[eparea y
Division APUC Date/Time 2/11/99 351 PM
Approved by Commissioner Date
Agency

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE

For funher distnbution Wormalion, catf the Governor's Legislative Office
(Rtv 1091 9fmOMDVOUB Page 1 of _2_



Component Detail

Department of Commerce and Economic Development

Component: APUC Operations
BRU: Alaska Public Utilities Commission

FY1998 Actuals FY1999 ABS FY1999 Authorized ~ FY2000 Adjusted ~ FY2000 Governor FY1999 Authorized Vs FY2000

Conference Governor

Commit cc
71000 Personal Services 2,020.2 2.030.9 2,050.0 3,207.0 3,207 0 23B2  153%
72000 Travel 013 350 35 0 350 35 1) 00 on%
73000 Contractual 1,00-1 3 15252 19011 1,000 9 1,3009 MO ft 33 /%
7-1000 Supplies 719 02.5 625 62.5 025 00  00%
75000 Equipment 1fi 2 1 13 1 130 00 00%
7G000 Land/Buildings 0.0 00 00 00%
77000 Grants, Claims 0.0 00 00 00%
70000 Miscellaneous 00 00 DO 00%

Totals 3,051.9 11764 49235 4,999.2 4,699 2 . )

Funding Sources : I A
1110 APUC Repls 3,0510 4.476.4 49235 4,999 2 %1 699 2 243 -46%
Positions :
Permanent Full Time -16 4 4 5 55 0
Permanent Pari Time 0 @ b b 0 ?) 1?)80//3
Non Permanent 0 0 Q n 0 00%

slate 0f Alaska

pan" Il ruin - n(riin E O R I |
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Cramer
2/26/99
OFFERED IN THE HOUSE BY
0. HB & UTILITY RESTRUCTURING COMMITTEE

Page 1, following line 3
Insert new Dill sections to read:
"* Section 1 AS 4206020() is amended to read:

() The governor shall designate one member of the commission & chair
[CHAIRMAN] of the commission. This member shall serve as chair [CHAIRMAN]
for a term of four years, but may be appointed for successive terms. The chair is
responsible for f >administration of the commission and commission employees,

*Sec. 2 AS 4206101(g) is amended to read:

() The chair of the commission shall establish for the commission a
principal office and branch offices necessary to discharge its business efficiently. For
the convenience of the public or of parties to a proceeding, the commission may hold
meetings, hearings, or other proceedings at other locations.

*Sec. 3 AS 4206111(1) is amended to read:

(b) The chair of the commission may employ temporary legal counsel for the
commission from time to time in proceedings before the commission in which the
attorney general is representing the public interest or a party before the commission.

*Sec. 4 AS 2200121 is amended to read:

Sec. 2206121 Employment of commission personnel, (&) The chair of

, fhe- commission may employ an executive director of the commissjon.  The
execiitive/director [WHOJ shall have had at least five years of experience in public
utility management or regulation, law, accounting, engineering, or an allied field. The
executive director is responsible for directing the administiative functions of the
commission and carrying out the policies as set by the commission. The chair of the
commission may employ engineers, hearing officers, administrative law judges to the
extent provided by AS 4206140(0), experts, clerks, accountants, and other agents and

°]-



10

1-LS0327\A.2

assistants considered [IT CONSIDERS] necessary. Employees and agents of the
commission who are not partially exempt under AS 39.25.120,other than legal
counsel, are in the classified service under AS 39.25.100.

(b) In addition to the [ITS] staff of regular employees, the chair of the
commission may contract for and engage the services of consultantsand experts the

chair [COMMISSION] considers necessary."
Page 1, line 4:
Delete "Section 1"

Insert "Sec. 5"

Renumber the following bill section accordingly.
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Cramer
3l9/99
AMEND MENT
OFFERED IN THE HOUSE
TO: HB 62
1 Page I following line 3:
2 Insert a new bill section to read:
3 suction 1. AS 42.0f5.035 is amended to lead
4 See. 42.05.035. Removal of commissioners. The governor may remove a
5 commissioner fromoffice  for CAUSE [BY AND WITH THE CONSENT 077 A
6 MAJORITY OF THELEGISLATURE].™

7 Page 1. line 4:
8 Delete "Section 1"

9 Insert "Sec. 2~

10  Renumber the following bill section accordingly.



3/,0

*Sec. . AS 42.05.035 is repealed and re-enacted to read:

Sec. 42.05.035. Removal of Commissioners. The governor may only remove a
commissioner from office for inefficiency, neglect of duty, or misconduct in office, or because
the member while serving on the commission isconvicted of a misdemeanor for violating a
statute or regulation related to public utilities or of a felony. A copy of the charges shall be
delivered to the commissioner inwriting. The commissioner shall have an opportunity to be
heard in person or through counsel at a public hearing before the governor or a designee upon at
least 10 days notice by registered mail. The commissioner may confront and cross-examine
adverse witnesses. Upon removal, the governor or a designee shall file in the proper state office
the findings and a complete statement of all charges made against the commissioner.

*Sec. . In accordance with AS 01.10.100(a), the repeal and re-enactment of AS 42.05.035
enacted in sec. of this Act applies to a commissioner of the Alaska Public Utilities Commission
appointed before the effective date of this Act and is intended to extinguish any existing right of
a sitting commissioner to the removal procedure specified in former AS 42.05.035.
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TONYKNOWLES, GOVERNOR

1016 WEST SIXTH AVENUE, SUITE 400
ANCHORAGE, ALASKA 99501-1963
PHONE; (907) 276-6222

FAX; (907) 276-0160

TTY; (907) 276-4533

FtB 16 jggg

The Honorable Bill Hudson
Alaska House of Representatives
Room 108

State Capitol

Juneau, Alaska 99801-1182

Dear Representative Hudson:

I am pleased to send you the Alaska Public Utilities Commission”s
Annual Report to the Legislature for Fiscal Year 1998. This report
summarizes the Commission®"s significant issues and programs for the
fiscal year that ended June 30, 1998.

Shortly after the publication of this 1998 annual vreport, the

detailed financial statistics on the public utilities and pipelines
operating in the state will be available at the APUC"s web site,

(http://www.state._ak.us/apuc).

On behalf cf the Commission, 1 hope that you will find the report
to be wuseful and informative. IfT you have any questions or
comments, please do not hesitate to contact me.

Sincerely,

ALASKA PUBLIC UTILITIES COMMISSION

G ztzi

Sam Cotten
Chairman

Enclosure


http://www.state.ak.us/apuc




Al iska Public Utilities Commission
1016 West Sixth Avenue, Suite 400
Anchorage, Alaska 99501-1963

telephone: (907) 276-6222
fax: (907) 276-0160
TTY: (907) 276-1533
web site: http://www.statc.ak.us/apuc

FY98 statistical data will be available at APL'C’s web site shortly after
the release ofthis printeil volume.
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TONY KNOWLES, GOVERNOR

10)6 WEST SIXTH AVENUE SUITE 400

DEPARTMENT OF COMMERCE AND / ANCHORAGE, ALASKA. geslt-1963
ECONOMIC DEVELOPMENT Ax. (007 2754160

ALASKA PUBLIC UTILITIES COMMISSION T (807 2ro-4%8

February 5, 1999
Honorable Brian Porter
Speaker of the House
and

Honorable Drue Pearce
President of the Senate

Dear Speaker Porter and President Pearce:

On behalf of the Alaska Public Utilities Commission, we are pleased to submit to
the Alaska State Legislature the Twenty-ninth Annual Report of the Alaska Public
Utilities Commission, covering the fiscal year ending June 30, 1996. This is
filed pursuant to AS 42.05.211 and AS 42.06.220.

Respectfully yours,

ALASKA PUBLIC UTILITIES COMMISSION
Chairman
Commissioner
Commissioner e
Commissioner

Commissioner
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Mission statement

The Alaska Public Utilities Commission (APUC) protects and promotes the public interest
by certificating and economically regulating only qualified public utilities and pipeline carriers.
It oversees the availability, affordability and quality of the utility services that are essential to

Alaska's economic development.

The Commission does this by making timely decisions that balance the competing inter-
ests of various parties fairly, while keeping red tape to a minimum.
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The Commissioners ofthe Al aska

Public Utilities Commission

Chairman Cotten (center) is flanked (left to right) by Commissioners Posey, Hanley, Ornquist and Cook
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Message from the Chairman

The utility industries in Alaska and throughout the country are in a period of major
change. Major events such as the passage of the Telecommunications Act of 1996. the several
proposed pieces of federal legislation dealing with electric industry restructuring along with
the restructuring experiences and experiments of states like California have combined to

make industry and regulators think in new terms.

We are breaking new ground in Alaska when it comes to competition in the telephone
business. In addition to competition, the ownership of the majority of the local phone lines in
our state have changed hands or are posed to do so. The APUC has seen a huge increase in
filings dealing with disputes, new offerings and transfer of certificate applications. The Com-
mission has also found it necessary to write new regulations to deal with the new competitive
environment as opposed to the monopoly system under which we have been operating since

before statehood.

The APUC has been working closely with the State Legislature on many issues, most
recently jointly awarding a contract for a study of electricity restructuring in Alaska. The
Commission continues to offer its expertise as a resource to the Legislature.

The Alaska Public Utilities Commission has taken steps to improve its ability to deal with
a workload that has doubled over the past five years. In addition to adding to our professional
staff, the commission is putting more emphasis on training and is improving efficiency
through a move toward electronic filing and other technology enhanced operations.

The consumer protection division of the Commission is one of our busiest and most
important. Our consumer specialists report 706 consumer complaints, a 23 percent increase
over the previous year. As one of the few consumer response sections in state government, we
feel it is essential to have more resources in this area.

The number of changes in the utility and pipeline industries in Alaska and the resulting
challenges presented to the Commission continue to grow. We are committed to meeting

those challenges.

Sincerely,

Sam Cotten
Chairman
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Biographies

Sam Cotter*,
Chairman

Commissioner Sam Cotten was appointed by Gov. Tony Knowles
on November 13. 1995. and appointed as Chair on August 12. 1996.
Chairman Cottens term ends on March 1. 1999.

Mr. Cotten owns and operates a commercial salmon seining
business in lower Cook Inlet. A former Speaker of the House of
Representatives and State Senator, Sam Cotten served 16 years in the
Alaska State Legislature. Other public and community service has
included a position as Commissioner of the Anchorage Planning and
Zoning Commission. Chugiak-Eagle River Chamber of Commerce
Board of Directors. Anchorage Ski Club Board of Directors, and Harry
J. McDonald Memorial Center. Board of Directors. Mr. Cotten served
in the U.S. Navy from 1965 through 1969. including two tours of duty
in Viet Nam. Mr. Cotten and his wife Martha T. Cotten. M.D. have two
sons. Sammy and Gus. and reside in Eagle River and Halibut Cove.

On November 1. 1993, Gov. Walter Hiclcel appointed Commis-
sioner Alyce Hanley to one of the consumer seats of the APUC. with a
term expiring March 1. 2000.

Mrs. Hanley served as Representative in the Alaska State Legisla-
ture from 1985 through 1991. She was a member of the Anchorage
School Board from 1981 through 1984. In Anchorage. Mrs. Hanley

has been a volunteer in numerous organizations. She was serving as
a member of the Executive Clemency Commission and the Americans
with Disabilities Act Advisory Commission at the time of her appoint-
ment. She is a member of the National Association of Regulatory
Utility Commissioners Committee on Water.

The Hanleys. Monte and Alyce. and their five sons moved to
Anchorage's Sand Lake area in 1971. Alaska continues to be home
for the entire family which now includes four daughters-in-law and

six grandchildren.

Alyce A. Hanley,
Commissioner
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Biographies (continued)

Dwight Ornquist was appointed to the APUC by Gov. Walter
Hickel in October 1993. Commissioner Ornquist holds the engineer-
ing seat on the Commission until his term expires on March 1. 2000.
Commissioner Ornquist is an Information Systems Engineer and
has been designing, developing and implementing information and
communication systems since 1975 when he graduated from the
Alexandria Technical Institute in Minnesota with a degree in Com-
puter Science. That same year Mr. Ornquist moved to Anchorage,
Alaska. In 1978 he married Gena, a high school English teacher he
met in Alaska. In 1985 they moved to Palmer where they currently
reside with their four children. Micah (18), Danielle (15), Jeremiah (13)
and Christopher (13).
Commissioner Ornquist is a member of the National Association
of Regulatory Utility Commissioners (NARUC). the Institute of Electri- Dwight D. Ornquist
cal and Electronic Engineers (IEEE), the Alaska Department of Educa- Commissioner
tion Technology Task Force, and is the Vice Chairman of the NARUC
Finance and Technology Committee. He also serves on the adjunct
faculty of the University of Alaska/Mat Su. and works very closely with the NARUC Staff
Subcommittee on Computers promoting agency automation. He is a leader in actively promot-
ing utility competition, in a manner that will benefit consumers, when and where possible.

Tim Cook was appointed to the APUC in 1994. His appointment
was the subject of a balance of powers debate regarding the confirma-
tion authority of the Alaska Legislature. In August 1996, the Alaska
Supreme Court ruled unanimously in favor of Mr. Cook and returned
him to the \PUC. His term expires on March 1. 2001.

Mr. Cook came to the APUC after serving as the Associate Direc-
tor of the State of Alaska's Washington. D.C. office. While in Wash-
ington. Mr. Cook was responsible for developing and advocating State
policy on environmental, fisheries, telecommunications, and energy
issues. This position required Mr. Cook to develop close working
relationships with the Alaska Congressional delegation, other mem-
bers of Congress, and with the Executive departments.

During his tenure on the APUC. Commissioner Cook has been

Tim Cook veiy active in telecommunication deregulation and competition issues.
Commissioner He continues to be a strong advocate of Universal Service and com-
munications parity with the lower 48 states. Because of his
Interest in telecommunications he was appointed to chair the Tele-
communications Committee of the Western Conference of Public Sendee Commissioners.

Mr. Cook is a licensed attorney. He has passed the Bar in both Texas and Alaska, and is
eligible for admission in a number of other districts. He is an active member of the Bar and is
involved with several professional organizations. He has also worked as an engineer on the
North Slope of Alaska.

Mr. Cook worked his way through law school commercial fishing and continues to be
active in that industry. His formal education includes an earned Juris Doctorate, Masters of
Business Administration degree, and double Bachelors Degrees.

Tim is an active sportsman and pilot. He lives in Wasilla and is an 18-vear resident of
Alaska. He speaks fluent Spanish, and has extensive experience living in remote and cultur-
ally diverse areas. His wife. Dr. Alicia Martinez is a nationally recognized leader in bilingual/
bicultural education. She has been a professor at George Washington University and the

University of Houston.
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Biographies (continued)

James M. Posey,
Commissioner

Commissioner James M. Posey was appointed to the consumer
seat of the Commission on January 21. 1997. Prior tojoining the
Alaska Public Utilities Commission, he worked for the Municipality of
Anchorage as the manager of the Building Safety Division. Depart-
ment of Public Works. Mr. Posey retired from ARCO Alaska, Inc. in
1995 after working more than twenty years in the oil and gas industry
as Land Manager. Issues Advocacy Manager, and Attorney.

He is a 19-year resident of Alaska and has been active in several
community organizations. He has served on the boards for Anchorage
Center for Families and Junior Achievement of Alaska. Mr. Posey is a
founding member of the American Association of Blacks In Energy
and currently serves on the board for Anchorage Youth Court. He
served as the President of the Bayshore/Klatt Community Council for
several vears and is a member of the Anchorage Downtown Rotary
Club.

In 1975, Mr. Posey graduated from the University of Kansas
School of Law. In 1972, he graduated from Wichita State University

with a degree in Histoiy. He hails from Beaumont. Texas. Mr. Posey served in the United

States Air Force from 1966 to 1970.
He and his wife. Sandi. have three daughters and two sons and live in south Anchorage.

Bob Lohr has served as executive director of the APUC since
1991. He has a Masters Degree in Public Administration from
Harvard Universitys John F. Kennedy School of Government with
concentrations in Public Management and Negotiation. He earned his
B.A. degree in Economics and International Relations at Swarthmore

College in Pennsylvania.

Mr. Lohr has more than 22 years of experience directing, manag-
ing and advising development-oriented agencies in Alaska. From
1989 to 1990 he served as executive director of Advocacy Services in
Alaska, the legal protection and advocacy agency representing per-
sons with developmental disabilities. From 1979 to 1986 he held
various positions with Rural Alaska Community Action Program Inc.
(RurAL CAP), including executive director from 1982 through 1986.
RurAL CAP addresses wide-ranging needs of low-income Alaskans
including energy policy, child development, natural resources, alco- Robert A. Lohr,
hol/drug abuse prevention, and community development. From 1975 Executive Director
through 1979. he directed the Upper Tanana Development Corpora-
tion in Tok. He has also served as a consultant to human services organizations and Native
corporations. Mr. Lohr is married to Celia Foley, and they have three children: Emma. Noah,

and Joseph.
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Commissioner

Clyde Courtnage
Charles Herbert

Karl Walter. Jr.
Joseph Fitzgerald
Maurice Chertkov
Harold Moats

T. Stanton Wilson
James R. Clouse, Jr.
Loren H. Lounsburv
John M. Stern, Jr.
James R. Hendersliot
B. Richard Edwards
Gordon J. Zerbetz
Stuart C. Hall

Diana E. Snowden
Marvin R. Weatherly
Carolyn S. Guess
Louis E. Agi

Kathleen E. Whiteaker
Peter Sokolov

Don May

Susan M. Knowles
Mark A. Foster
Daniel Patrick OTierney
James E. Carter. Sr.
G. Nanette Thompson

Don Schroer

1998 Annual llcporl

Commissioners

Dates of service

1960 - 1963
1960 - 1963
1960 - 1964
1964 - 1965
1965- 1965
1965 - 1966
1966 - 1966
1967 - 1971
1967 - 1971
1971 - 1973
1971 -1975
1974 - 1976
1963 - 1981
1976 - 1983
1981 - 1985
1975 - 1987
1975 - 1989
1983 - 1989
1985 - 1990
1987 - 1991
1990 - 1992
1975 - 1993
1990 - 1993
1989 - 1994
1992 - 1995
1995 - 1996
1991 - 1997
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APUC roster (10/713798)

Alexander, Tamara Consumer Protection & Information Officer |

Armstrong, Mark
Arnett, Wendy
Ault, Lee

Baxter, Donald

Bishop-Kleweno, Dawn

Clark, Patricia
Cook, Tim
Cotten, Sam
Craig, Lew

Day, Keith
Doughty, Balassa
Folsom, Hillary
Gaskill, Karlee
Gazaway, Richard
Goodloe, Toni
Hammond, Anita
Hanley, Alyce
Howard, Tricia
Hunt, Diane
Johnston, Mark
Kenyon, Lorraine
Kinney, Sue

Lee, Ruthie

Lohr, Bob
Marshall, Bill
McGowan, Joyce
McPherren, Jeanne
Meiwes, Jennifer
Miller, Barb
Morrison. Paul
Nation, Parker
Neale, Pamela
Ornquist, Dwight
Persson, Brad
Pitts, Agnes
Posey, Jim
Redmond, Rosemary
Russell, Neci
Schubert, Ed
Sebaugh, Chrissy
Treuer, Phil
Vittone, Mary
Weaver, Rose
Weinstein, Marty
Welch, Bert
Wilson, Jan
Zobel, Ron

*Employee of the Departme

Administrative Clerk Il

Utility Tariff Analyst |
Administrative Clerk Il

Utility Engineer Analyst IV
Utility Tariff Analyst Il (Chief)
Hearing Examiner
Commissioner
Commissioner (Chairman)
Common Carrier Specialist
Utility Financial Analyst 11
Administrative Clerk Il
Administrative Clerk Il
Paralegal |

Paralegal |

Utility Financial Analyst |
Paralegal I

Commissioner
Administrative Clerk Il
Administrative Manager 1
Utility Financial Analyst IV (Chief)
Common Carrier Specialist
Secretary |

Administrative Clerk I!
Executive Director

Utility Engineer Analyst IV
Secretary' |

Associate Attorney II*

Utility Tariff Analyst I
Administrative Supervisor
Utility Engineer Analyst V (Chief)
Utility Financial Analyst I
Administrative Clerk |
Commissioner

Utility Engineer Analyst I
Consumer Protection & Info. Officer (Chief)
Commissioner

Paralegal |

Administrative Clerk Il
Accounting Technician
Administrative Clerk I. Receptionist
Common Carrier Specialist
Utility Financial Analyst IlI
Administrative Clerk IlI
Assistant Attorney General*
Programmer/Analyst IV
Administrative Law Judge
Assistant Attorney General*

of Law contracted to the Commission
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Staffresponsibilities

The Commission staff is divided into six major sections: administration, engineering,
common carrier, consumer protection, finance, and tariffs. The APUC employs 46 people with

an FY98 operating budget of $4,459,659.

Administration

An executive director, hired by the Commission, is responsible for directing all staff
functions and serves as a liaison between staffand Commissioners, and between the Commis-
sion and the legislature. He or she is responsible for records and document management,
fiscal and personnel administration and budget preparation. The executive director is aided
by an administrative manager, documents processing and accounting personnel, and other

clerical support staff.
Engineering

This section is responsible for certification proceedings, investigations of utility and
pipeline carrier procedures and practices affecting service quality. It also reviews legal de-
scriptions for service areas, plans for plant expansion, plant-in-service schedules, and depre-
ciation schedules. Engineering evaluations are presented in proceedings before the Commis-
sion. The Commission’ data processing function is housed in the engineering section.

Common Carrier

This section was established to develop, recommend and administer policies concerning
rates, services, accounting and facilities of communications common carriers within Alaska

involving the use of wire, cable, radio, and space satellites.

Consumer Protection

Major responsibilities for this section include investigation and resolution of consumer
complaints, public relations and information dissemination.

Finance

This section examines, analyzes and evaluates financial statements submitted for rate
cases. It audits financial records of utilities and pipeline carriers and examines historical
operating year data and pro forma financial adjustments made by the utilities and pipeline
carriers. The Finance section provides analyses of this information in proceedings before the

Commission.
Tariff

This section examines, analyzes and investigates tariff filings and presents recommenda-
tions to the Commission at biweekly tariff action meetings. Administrative functions include
organizing tariff meetings as well as complying with all public notice requirements on tariff
filings and maintaining current master tariffs for all utilities and pipeline carriers.
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Since statehood in 1959. the Alaska Public Utilities Commission has been working with
the hundreds of public utilities in Alaska with the same mission in mind - to ensure contin-
ued service, sound management, and fair rates for residents in all corners of the state. The
Commission regulates utilities that bring water, electricity, gas and telecommunications into
our homes, as well as overseeing sendees that collect and dispose of our waste. In 1981. the
APUC's role was expanded to include oversight of pipeline carriers and pipelines when it
merged with the Alaska Pipeline Commission.

Utility commissions were originally created to protect consumers, since most utilities
were monopolies. Today. Commissioners are faced with the challenge of evaluating regula-
tions and considering policy changes to encourage competition while continuing to maintain
consumer protection as a primary goal.

In situations where monopolies exist, the Commission monitors the utility to ensure fair
practices, reasonable service, financial stability, and accountability. The Commission bal-
ances the legitimate need for utilities and pipeline carriers to show a profit for their invest-
ment and the public's right to receive fair sendee for its money. Commissions in all 50 states
sen'e the same general mission, regulating the relationship between the utilities and the
consumers they sen'e.

The Commission achieves this balance by issuing “certificates of public convenience and
necessity" to qualified sendee providers. A certificate essentially acts as a license to operate
and details how the utility or pipeline carriers must conduct business with consumers or
shippers concerning rates. The Commission establishes rates, terms and conditions of sendee
while overseeing the practices, sendees and facilities of regulated utilities and pipeline carri-
ers. In the next few years, new approaches and a broader perspective will be necessary as the
Commission works to address complex issues and to make appropriate regulatory' decisions

for all Alaskans.

The APUC hasjurisdiction over the operation of:
+ electric utilities
+ natural gas utilities
+ refuse (garbage) collection
+ wastewater (sewer) treatment
+ steam producers
+ telephone companies (local and in-state sendees)
+ water utilities
+ oil and gas pipeline carriers.

The Commission has issued 476 certificates of public convenience and necessity (certifi-
cates) held by utilities and pipeline carriers.

Approximately one-third of the 476 certificates are for utilities whose sendees and opera-
tions are fully regulated by the Commission. The authority to regulate some types and sizes of
utilities is limited under law. Many electric utilities in bush communities are exempt from
regulation because of their small size. Some cooperatives and government-owned utilities are
also exempt because they have alternative means of accountability to the consumer. Of the
476 certificates held, the Commission currently regulates the rates, sen ices, practices or
facilities of 161 utilities and 18 pipeline carriers.

In addition, the Commission is responsible for computing the power costs and resultant
state assistance amounts for customers of electric utilities participating in the Power Cost
Equalization (PCE) program.

The Commission carries out its regulatory responsibilities through several means. It
conducts audits, investigations, public meetings, tariff action meetings, formal adjudicatory

13
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A PUC FYO98 overview (continued)

proceedings, informal meetings, and conferences. The Commission resolves complaints by

telephone, mail, meeting or adjudication.
The Commission functions as a quasi-judicial body when rendering decisions in formal

proceedings and as a quasi-legislative body when promulgating regulations. Its proceedings
and determinations are governed by the statutes and regulations of the state.

Funding

In 1992 following the legal mandate of the legislature, the Commission enacted regula-
tions allowing it to recover its operating costs through an assessment on the revenues of the
utilities and pipeline carriers it regulates. That Regulatory Cost Charge (RCC) shows up as a

surcharge on the monthly billing statements to consumers and shippers.
The legislature appropriated and the governor approved a FY99 budget of $4.5 million,
funded 100 percent from program receipts, in the form of the RCC. There are no unrestricted

general funds in the FY99 appropriation.

APUC Commissioners and staff

14
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dget FY 98

(771797 to 6/30/798)
FY97 FY98 Percent
change
Appropriations
Personal services $2,592,700 $2,567,600
Travel 53,600 35,000
Contractual 1,132,800 1,780,759
Commodities 65,700 62,500
Equipment 133,387 13,800
Totals S3,978,187 $4,459,659 10.8%
Expenditures
Personal services $2,601,574 52,628,190
T ravel 45,225 51,346
Contractual 1,088,020 960,596
Commodities 78,344 71,868
Equipment 95,489 16,172
Totals $3,908,652 $3,728,172 -4.8%
Revenue receipts’
APUC receipts: 53,908,652* $3,728,172*
Total revenues S3,908,652 S3,728,172 -4.8%

1The Commission received revenues under various provisions of its statutes including copying and
postage charges (AS 42.05.201) and cost allocations in proceedings (AS 42.05.651/AS 42.06.610).

* Fourth quarter revenue is recognized as of June, but paid during July.
15
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Regulation and economic

development

Three aspects of utility service are essential to a business owner: availability,
affordability and reliability. The Commission promotes the availability of utility services
through certificating utilities to operate: promotes affordability through rate decisions: and
promotes quality or reliability through service and safety standards. These same consider-
ations apply to oil and gas pipeline services.

The Commission promotes in-state economic development through a variety of major
activities including certification proceedings and regulation of rates.

Certification proceedings

Certification proceedings consider an applicant’ financial, technical and management
capability of meeting present and future customer and shipper sendee demands within
Alaska. A successful applicant must demonstrate its ability to provide safe, reliable and
adequate sendee at a reasonable cost. Meeting the requirements of certification ensures that
customer demands are met and that service infrastructure is available. Adequate utility
sendee at a reasonable cost is an essential precursor to sound economic development. The
availability of reliable pipeline carrier service at reasonable rates promotes development of the

state's natural resources.

Regulation of rates

One purpose of Commission regulation is to assure that rates charged by regulated
utilities and pipeline carriers are just and reasonable (AS 42.05.381/AS 42.06.370). Criteria
determining rates include: reasonable and appropriate operating expenses and plant invest-
ments: depreciation expense that falls within the Commission approved lives of usefulness:
and a reasonnl return. A reasonable return permits the cost of long-term borrowing to be
recovered anc opportunity to earn profits for the owner's or shareholders' equity. Rates
must be high t  gh to allow a reasonable return but not so high as to allow an excessive
return that cot: leter development of businesses that rely on the sendee.

Reasonable ies ~nd reliable service can enhance economic development and be deter-
mining factors IN nusiness decisions to start operation or relocate to Alaska.
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Fiscal Year 1999 plan

Y2K Concerns

The Commission has ordered all Alaskan public utilities and pipeline carriers to report to
it their plans to continue providing reliable service into the next century. Potential problems
with the rollover of dates in computers and embedded chips must be addressed. The Com —
mission will work with the Department of Administration and a contractor to follow up these
utility responses and to independently validate and verify their readiness.

Pipeline

The Commission will be acting on applications for certificates of public convenience and
necessity for two new pipelines being built to transport oil from North Slope fields now under
development to the Trans Alaska Pipeline System (TAPS). In addition, the Commission will be
conducting several TAPS proceedings including a shipper challenge to several aspects of the
TAPS Settlement Methodology (TSM). discrimination issues pertaining to intrastate delivery
points. TAPS ramp-down and capacity allocation. TAPS connection policy and the TAPS Qual —
ity Bank. The Commission will also be addressing concerns about the future dismantling of

pipelines in the state.

Electricity

During Fiscal Year 1999. the Commission will continue to address significant issues
facing the electrical industry in Alaska®s urban and rural areas. The Commission, inconjunc—
tion with the Joint Committee on Electric Restructuring, issponsoring a study on the risks/
rewards and costs/benefits of electric restructuring which will be performed by the consulting
firmof CH2M Hill. The draft report will be made available during the legislative session. The
Legislature passed a concurrent resolution establishing a Joint Committee on Electric Utility
Restructuring. The Commission plans towork closely with the Legislature to both study and
advise the Legislature on the issues of electrical restructuring. The Commission has opened a
regulatory docket (R-97-10) to define the future market structure of the electric industry in
Alaska and to recommend changes to regulations ifany. The Commission isconsidering an
application to establish a pilot program to allow limited competitive electric sendee in the
Anchorage area (U-98-114). The Commission will also continue to study the feasibility of a
Railbelt Power Pool (U-97-140). based on the results of a study completed by Black & Veatch
International in the first quarter of FY99. During FY99, the Commission anticipates a rev—
enue requirement and a cost-of-sendce study from Alaska Power Company, a subsidiary of
Alaska Power & Telephone, and other utilities.

The Commission continues towork with small electric providers to certificate them where
they are providing sendee to ten or more customers for compensation and annual revenues

exceeding $50,000.

17
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Fiscal Year 1999 plan (continued)

Refuse

The Commission will continue to address issues related to imﬁlementation of competition
where deemed aﬁproprlate. Given that a single company has purchased refuse utilities in
every major market in Alaska, the Commission will be reviewing market power issues associ-
ated within a competitive refuse industry. Continued transfers of Certificates are anticipated.

Natural Gas

~ The Commission has conditionally approved Alaska Intrastate Gas Company's applica-
tion to provide natural c?as service to 17 coastal Southeast and Southcentral communities.
The communities include Angoon. Cordova. Craig. Haines. Juneau. Kake. Ketchikan. Klawock,
Klukwan. Kodiak. Metlakatla. Petersburg, Sitka. Skagwav. Valdez. Wrangell and Yukatat. The
Commission will also be reviewing the application filed for a natural gas pipeline between
ARCOQ's Alpine field and the village of Nuigsut.

Water and Sewer

The Commission continues to receive numerous complaints concerning the quality of
sendee provided bY small water utilities. The complaints have primarily involved water short-

age and water quality issues. . R _
The Commission anticipates three to five new proceedings invoking rate increases and/or

rate redesigns for large wa'er and sewer utilities. The large utilities are most likely to make
such filings, which will make the rate cases complex. New certificates will continue to be
issued as new construction continues. Inaddition, transfers of certificates from small utilities

are expected.

Telecommunications

~ Toaccomplish its duties under the federal Telecommunications Act of 1996. this Com-
mission has previously initiated rulemakings in the areas of intrastate access charge reform,
universal sendee and market structure rules for competitive local exchange sendee.

o Access Charge Reform _
The Commission will complete the first phase of intrastate interexchange access charge
reform and adopt new regulations. The Commission will begin the next phase to implement

and further refine the rules.

Universal Sendee
In conjunction with Access Charge Reform, the Commission will complete the first phase
of Universal Service Reform: adopt requlations and continue to investigate the impact of new
federal rules that change the allocation and Frioritization of U.S. funds among telecommuni-
cations companies and types of users (schools, libraries, and medical facilities).
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Fiscal Year 1999 plaii (continued)

o Market Structure N
The Commission will develop new rules to govern the competitive local exchange market
as well as interconnection between local telephone companies and competitive providers of

telecommunications service.

Rural incumbent telephone companies are exempt from certain interconnection require-
ments of the Telecommunications Act of 1996 that apply to Iargie_r local exchange companies.
Following any bona fide request for interconnection with a rural incumbent telephone com-
pany. the Commission must determine whether to maintain or terminate the exemption.

The Commission will also reexamine its existing competitive rules for the intrastate long
distance market regarding facility restrictions, facility modernization, wholesale rates and
access to interexchange networks. . _ o

The Commission will continue to investigate the issue of public interest pay telephones
and propose a remedy to any inconsistencies between Alaska's existing pay telephone regula-
tions and new Federal re?ulatlons adopted as part of the Telecommunications Act.

The Commission will complete its investigation of telecommunications relay sendee and
adopt new regulations re?ardlng this sendee. _ _ .

The Commission will propose regulations to reform its current directory assistance
regulations which will provide a pro-competitive directory assistance structure,

The Commission, on an ongoing basis, will evaluate and monitor the quality and ad-
equacy of telecommunications senice throughout Alaska. . .

The Commission will, in the next year, address three to five new rate cases involving rate

increases and/or rate redesigns for local senice.

Executive director Robert A. Lohr, administrative manager Diane
Hunt and receptionist Christine Sebaugh
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The Telecommunications

Act of 1996

The Telecommunications Act of 1996 (Telecommunications Act) passed into law on
Februar?/ 8. 1996. The new law mandates competition in the last area of telecommunications
monopoly, the local exchange. At the same time, it attempts to set up a structure to maintain
and enhance universal sendee. As interpreted by the Federal Communications Commission
(FCC) competition under the Telecommunications Act consists ofa trilogy — interconnection,
universal sendee and access charge reform. The Telecommunications Act preempts state
authority in many respects, however, it also places significant new responsibilities on state
commissions to implement new federal statutes and pending federal regulations. The legisla-
tion is based on the premise that deregulation will: promote competition: increase telecom-
munication sendees: increase the options for provision of services: and ultimately lower the
costs of sendees offered. o o

To earn' out its responsibilities under the Telecommunications Act the FCC has initiated
a variety of rulemakings, many of which have an effect on the states. The FCC has issued
Orders setting rules and procedures governing: interconnection between local telephone
companies and competitive telecommunications providers: universal sendee: access charge
reform: and private p[ay telephones. The Commission is in various stages of implementing the
requirements of the Telecommunications Act and the rules of the FCC.

The Commission has initiated rulemaking dockets addressing reform of local exchange
market structure, universal sendee, intrastate access charges, private pay telephones and
directory assistance, _ -

In May of 1998. the Commission issued an order adopting competitive local exchange
regulations which became effective for the Anchorage area on June 21. 1998. The Commis-
sion views these regulations as a transitional measure while continuing to evaluate competi-
tive issues such as carrier of last resort, arbitration pricing standards and quality of sendee.

Accounting technician Ed Schubert
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The Telecommunications

Act of 1996 (continued)

~Access char%es are the char%es that long distance companies pay local telephone compa-
nies to complete long distance calls over the telephone networks of the local telephone com-
pany. The Telecommunications Act requires access char?e reform because the current access
charge system was not designed for more than one local telephone company in any one serv-
ing area and access charge rates incorporate implicit subsidies that help to keep rates for
local and long distance service in high cost areas reasonable. Eoth of these features of the
currlentt_ access charge system are inconsistent with the Telecommunications Act and FCC
regulations.

The Commission's goal in the current phase of this docket is to identify the immediate
changes necessary to ensure that the intrastate access charge structure remains workable
during the transition to the new, competitive model envisioned by “ongress. while at the same
time, preserving and maintaining universal service. Some further long term reforms will be
needed in a later phase of these dockets as the FCC continues to modify the interstate access
charge and universal service system, particularly for rural local exchange telephone compa-

nies.

Market entrants will be attracted to services and sectors with the highest profit margins
which puts increased pressure on the incumbent local telephone company to reduce rates
closer to "cost" in competitive areas and raise rates in non-competitive areas. In a competitive
market with multiple ﬁroviders, the Commission will need to ensure that there is a carrier of
last resort to ensure the continued availability of services to all customers.

Common carrier specialists Lorraine Kenyon, Phil Treuer and
Lew Craig; administrative clerk Lee Ault
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F Y98 significant events

Telecommunications Service

Market Structure Rules Governing Local Exchange Telephone
o Competition in Alaska _

The Telecommunications Act of 1996 (Telecommunications Act) establishes a pro-
competitive, deregulated national policy framework for the telecommunications industry in
the United States and places significant responsibilities on stale commissions to implement
the revised federal statutes. In November of 1997, the Commission issued a notice of inquiry'
(Docket R-97-12) to address market structure rules for local exchange telephone competition,
including: issues related to pricing flexibility: the issue of market power and dominance: and
arbitration pricing standards for interconnection between incumbent and new entrant local
exc%ange telephone companies. Comments and Replv Comments were filed bv February 24,

The Commission acknowledged that due to the comﬁrehensive nature of its rulemaking
to establish competitive rules for the local telephone market (Docket R-97-12), considerable
time would ensue before all of the relevant issues had been addressed. Therefore, the Com-
mission considered a proposal by Anchorage Telephone Utility (Docket R-97-9) to adopt as an
interim measure, regulations derived from the Commission's competitive long distance com-
pany regulations.

The Commission noted that with three local exchange telephone companies authorized to
provide competitive local exc.han?e service in the A.nchora%e market, rules to govern at least
the Anchorage area were desirable as soon as possible. Therefore, the Commission held a
public hearing in February 1998. which led to proposed regulations as a transitional measure
In service areas where more than one telephone company is authorized to provide local ex-
change telephone sendee. In May of 1998. the Commission issued an order adopting competi-
tive local exchange requlations which became effective for the Anchorage area onJune 21,

1998. (R-97-9/K-97-19)

utility financial analysts Parker Nation, Mark Johnston, Toni Goodloe,
Mary Vittone and Keith Day
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FY98 significant events (continued)

Alaska Intrastate Long Distance Market Structure Rulemakings .

As part of its investigation into long distance market structure rules, the Commission will
address wliolesale pricing issues. Wholesale services are generally bulk, or discounted ser-
vices offered by facilities based carriers to other telecommunications companies which later
resell the services to the general public. o S _

Allegations have been made criticizing the existing market relationships between retail
and wholesale rates. Depending in part on the results of its generic investigation into w'hole-
sale rate issues, the Commission may also investigate the specific rates of the Alaska facilities
based long distance carriers. AT&T Alascom and GCL. The Commission initiated its intrastate
long distance market structure proceeding on May 1. 1998. The tentative schedule for this
case anticipates a final Commission order resolving all issues by June 1999,

Access Charge Reform

Access charges are the charges that long distance companies pay local exchange tele-
phone companies to complete long distance calls over the telephone networks of the local
telephone company. The Telecommunications Act requires access charge reform because the
current access charge system was not designed for more than one local exchange telephone
compang inany one serving area and access charge rates incorporate implicit subsidies that
help to keep rates for local and long distance senice in high cost areas reasonable. Both of
these features of the current access charge system are inconsistent with the Telecommunica-
tions Act and Federal Communications Commission (FCC) regulations.

The Commission's goal in the current phase of this docket is to identify the immediate
changes necessary to ensure that the intrastate access charge structure remains workable
during the transition to the new competitive model envisioned by Congress, while at the same
time, preserving and maintaining universal service. Some further long term reforms will be
needed in a later phase of these dockets as the FCC continues to modify the interstate access
charge and universal senice system, particularly for rural local exchan%e telephone compa-
nies. On May 29. 1998, the Commission issued proFosed regulations (R-97-5/6(3)) for com-
ment. Comments w'ere filed on June 30. 1998. Reply comments and a public hearing were
scheduled forJuly 31 and August 17. 1998. respectively. (R-97-5)

. ~Universal Service Reform _ . _
The purIpose of this docket is to make the state's universal senice system consistent with
the Universal Senice principles under the Telecommunications Act. The initial phase of this
proceeding involved identifying current subsidies that are implicit in access charges and if
necessary, recovering them inan explicit manner. Making subsidies explicit may well re(r]uire
establishment of a state universal fund. Rules for such a fund will need to consider the fund's
administrative structure, method and source of funding, services and providers to be sup-
ported, and the amount of support for each eligible service.
~ Because access charge and universal service reform are inextricably tied together at this
point, the Issues in the two dockets have been addressed in concurrent orders. Once the
current phase of the access charge proceeding is complete, the Commission will begin to
address universal service issues more independently.  (R-97-6)
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FYO98 significant events (continued)

. Public Interest Pay Telephones

This docket was opened to remedy any inconsistencies between Alaska's pay telephone
requlations and federal pay telei)hone regulations adopted pursuant to the Telecommunica-
tions Act. Federal rules currently require states to review their rules and: 1) remove rules
that |mBo_se.entry and exit restrictions: 2) provide for public interest pay telephones. Gener-
aIIX. public interest pay telephones are pay telephones necessary to maintain public health,
safety and welfare but which the private market is unwilling or unable to provide. The Com-
mission recently sougiht additional comment on the public interest pay telephone proposal of
the local exchange telephone company. Bristol Bay Telephone Cooperative, Inc. (R-97-3)

Directory Assistance (DA)

This docket was opened because the Commission has concluded that current state
regulations requiring the provision of directory services through a monopoly statewide direc-
tory assistance bureau isinconsistent with the competitive framework envisioned by the
Telecommunications Act. Therefore, the Commission has initiated this proceeding to ref)eal
the current directory assistance regulations and adopt alternative requlations which wil
establish a pro-competitive directory assistance structure. Proposed rules have been issued

for comment and a public hearing held. (R-97-7)

Debit Card Service
On July 27. 1997. the Commission issued an order adopting regulations governing debit
card services and long distance services provided by cle minimis carriers. These requlations for
the most part will relax standards applied to de minimis carriers and to debit card services. (R-

Rural Facilities Restrictions Regulation .
In February 1997. GC1 filed a petition before the Commission seeking a declaratory ruling
that the Commission's regulations restricting long distance facilities construction to certain
rural locations were invalid under the Telecommunications Act and would not be enforced.
After review the Commission determined GCI's conclusions ignored key policy issues, includ-
ing universal service, that the Commission believed must be evaluated to protect the public
interest. The Commission expects to reach a final decision on the GC1 request pending receipt
of responses in its Iongg distance market structure rulemaking and other data to be filed by
GCl and Alascom. (R-97-1) . _ o
 GClI recently filed a petition before the FCC requestmg preemption of the Commission's
facilities restriction in rural Alaska. On February 27. 1998, the Commission filed opposition
to GCI's request. No date has been given for an FCC decision on this matter. (CC Docket 98-

4)

Bristol Bay Telephone Cooperative. Inc., Granted Postage Stamp Rates
o for Local Exchange Services o .
During fiscal year 1998, Bristol Bay Telephone proposed redesigning (with no overall
increase or decrease) its local exchange rates to a postage stamp structure in its service area.
The Commission approved the request. (U-97-241)
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FYO98 significant events (continued)

Copper Valley Telephone Cooperative, Inc., Cost of Service Study, Rate Redesign and
Tariff Re-Write for Local Exchange Services .

In 1995. Copper Valley Telephone CooEeratlve, inc. (CVTC) filed a cosi-of-service study
and proposed rate redesign for its local exchange services. In addition. CVTC proposed rewrit-
ing its entire local exchange services tariff. These filings were made in connection with the
proceedings begun in 1994. During FY98. the Commission approved the eost-of-service
study, a rate redesign and tariff rewrite. (U-94-24)

~ Copper Valley Telephone Cooperative, Inc., Rate Increase Request
During FY98. Copper Valley Telephone Cooperative. Inc. (CVTC) requested and was
?ranted an interim rate increase of 35 percent to local exchange services and 30 percent to
ocal special access services. CVTC also requested permanent increases of 52.28 percent to
local exchange services and 44.86 percent to local special access services. The Commission
suspended CVTC's permanent request and is considering it. (U-95-48)

GTE Alaska, Inc.. Cost of Service Study and Rate Redesign for
Local Exchange Services
~In FY97. GTE Alaska. Inc. (GTE) filed a proposed cost of sendee study and rate redesign
for its local exchange sendees. GTE orlglnaIIyTproposed a permanent general rate increase of
22.5 percent and postage stamp rates for all of its certificated area. During FY98. the Com-
mission approved a permanent 13.25 percent rate increase and GTE's postage stamp rates.
This was GTE's first major rate change to its local exchange sendees. (U-97-87)

_ ~ Summit Telephone Company _
During FY98, the Commission granted Summit Telephone Company's (Summit) request
for an interim rate increase of 10.00 percent to local exchange sendees and 10.2 percent to
local special access sendees. The Commission suspended Summit's request for a permanent
increase of 15.99 percent to local exchange sendees and 10.00 percent to local special access
sendees. That request is currently being considered. (U-98-20)

Commission Approves Sale of FMTJS' Water/Sewer,
Electric, District Heat and Telecommunication Utilities .

In September of 1997, the Commission approved the transfer of controlling interest in the
water/sewer, electric sendee area, and telecommunication utilities owned and operated by the
City of Fairbanks d/b/a Fairbanks Municipal Utilities System (FMUS). The Commission
subsequently approved the transier of the district heat utility and a Power Sales Agreement
later that same calendar year. The applications were part ofa combined overall transaction
whereby the City of P'airbanks divested itself of its telecommunications, electric, district heat
and water/sewer operations. The sale of the FMUS utilities was approved by a vote of Fair-
banks citizens on October 8, 1996. The Commission made its decision after a Iength% public
hearing process that lasted 16 days. (U-96-1 14 through U-96-121. U-97-44. and U-97-139)
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